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STATE OF CONNECTICUT o
DEPARTMENT OF REVENUE SERVICES

GENE GAVIN, COMMISSIONER

A Message from the Commissioner:

We are pleased to provide this Sales and Use Taxes Guide for Manufacturers, Fabricators and
Processors. It was developed to help clarify the sales and use tax laws and to assist you in

determining applicable tax rates for your operations.

It is important to review the sections of the Guide that apply to your business. Recent changes to
Connecticut’s sales and use tax laws have reduced the tax rate on some materials, equipment and
repair parts and services, and exempted others completely. We have tried to be as
comprehensive as possible in presenting this information, but encourage you to contact our
Taxpayer Services Division for guidance if you have questions about your particular situation.
Phone numbers and locations of Department of Revenue Services (DRS) offices are listed inside
the back cover of this booklet. Our Web site ‘(www. state.ct.us/drs) is also a good resource for

information and updates on sales and use taxes.

We value your comments and suggestions on how DRS can serve you better. Please feel free to

write, phone or e-mail us with your ideas.

Gene Gavin
Commissioner

Creating Partnerships with Connecticut Businesses

TWENTY-FIVE SIGOURNEY STREET HARTFORD, CT 06106 www.state.ct.us/drs
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This document is not intended to be used as a legal
ruling, but as a general guide for the proper
treatment of sales and use taxes as they relate to
manufacturers, fabricators and processors.

See the inside of the back cover for information on
obtaining additional copies of this publication or
how to contact the Department of Revenue Services
with any questions about its content.
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INTRODUCTION

Thisisa guide to Connecticut sales and use taxes fogffective January 1, 1999, replacement and repair
manufacturers, fabricators and processors doingor manufacturing machinery that is exempt un
business in the State of Connecticut. The main focusonn. Gen. Stat. 812-412(34) are not subject to s
of the guide is on the sales and use taxes as they appand use taxes, whether they are purchased wit
to the manufacturing industry. Manufacturers, machine or separately. The refund provision

fabricators and processors are defined in Section | ofeduced tax rate for replacement and repair part
this guide. repealed. Component parts and contrivances

anufacturing machinery that is exempt under Cq

, , m
Connecticut sales and use taxes are imposed on the_ g4 §12-412(34) are not subject to sales
sale of all tangible personal property, and certainuse taxes, whether they are purchased with

f:nut;ner?tf(: selr;n(l:les,(ljmlestfs IspeC|f|crf[1_IIy e>;empt frlon?nachine or separately. Parts that enhance or alte
ax by statute. ull and partial €xemptions from sales roductivity or functionality of a machine are al

and use taxes are available to qualified manufacturerée) mpt
fabricators and processors. This guide is a reference '
of available benefits for manufacturers, fabricators andConn. Gen. Stat. §12-412(73) provides a full exemp
processors under the Connecticut Sales and Use Taxd®m the sales and use taxes on purchases of comp
Act. parts to be assembled into machinery for use dire

in a manufacturing production process and

While many areas of the tax law are discussed, the3:omponent parts to be assembled into or onto qualif

mosF commgnly used manufacturing exemptions aremachinery, provided the machinery has not yet I
provided for in:

used in actual production. Fabricators and proces
« Conn. Gen. Stat. §12-412(18) are not eligible for this exemption.

e Conn. Gen. Stat. §12-412(34) PARTIAL EXEMPTION
o« Conn. Gen. Stat. 812-412(73)
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« Conn. Gen. Stat. §12-412i The Manufacturing Recovery Act of 1992 (the MR/
(the Manufacturing Recovery Act of 1992) codified as Conn. Gen. Stat. §12-412i, provides ap

\) )
rtial

exemption from the sales and use taxes. The partial

FULL EXEMPTION exemption is provided as a percentage reducti

of

the gross receipts to calculate sales and use taxgs on
Conn. Gen. Stat. §12-412(18) and §12-412(34) ardourchases of machinery, equipment, materials, tgols,

the original manufacturing sales and use taxeguels, component parts and repair parts. The

RA

exemptions and together form the foundation ofpartial exemption was phased in over five ygars
available manufacturing exemptions under the Salegulminating in a maximum exemption of 50% of the

and Use Taxes Act. They provide manufacturers sgross receipts or sales price of materials, tools, f
full exemption from sales and use taxes on the purchas@achinery, equipment, repair, replacement, compo
of machinery, materials, tools and fuel used directly inand ~ enhancement parts on and af
the manufacturing production process. Conn. GenJuly 1, 1996. This partial exemption is availablg
Stat. §12-412(18) also provides a full exemption fromqualifying manufacturers, fabricators, processors
the sales and use taxes for fabricators on the purchasglalifying independent contractors.

fma o ety 1 1 o i e Comn. G
be sold. Fabricators are not afforded the full exemption§12-412(18)’ §12-412(34) and §12-412(73), but to v
on r_nachmery. Processo_rs are not ellglble for AMYihese statutes. Thus, any sale of materials, tools,
portion of these full exemptions. Connecticut Agencies

) ) - i X .~machinery or repair, replacement, component
Regulations §12-412(18)-1 and §12-412(34)-1 prowdeenhancement parts that meets the requirement

further guidance on the application of these exemptions ) )
g PP P full exemption under any one of these statutes conti

to qualify for a full exemption. The MRA broade

els,
nent
ter

to
and

tat.
ork

with and supplement the full exemptions available under

fuel,
and
s for

nues
NS
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the scope of the manufacturing and fabricationfor a full exemption under Conn. Gen. Stat.
processes for the partial exemption and creates §12-412(34) and used directly in a manufacturing
partial exemption for processors and qualifying production process. Manufacturers purchasing
independent contractors. replacement and repair parts for manufacturing

machinery were afforded this benefit of a reduced tax
REDUCED RATE AND REFUND rate, in addition to the partial exemption available under
REPEALED the MRA for the parts. Manufacturers were also

eligible for a refund of tax paid under Conn. Gen. Stat.
For sales made before January 1, 1999, Conn. Gergl2-412d. Effective January 1, 1999, Conn. Gen. Stat.
Stat. 12-408(1)(A) provided a reduced sales and us€12-408(1)(A) and 812-412d were repealed and
taxes rate 06%% for purchases of replacement or replaced by a full exemption under Conn. Gen. Stat.
repair parts for exclusive use in machinery qualifying 812-412(34).

RESPONSIBILITIES OF MANUFACTURERS, FABRICATORS AND PROCESSORS IN
CLAIMING EXEMPTIONS

As you read this guide, please keep in mind that the burden of proving that a purchase qualifies for exq@inption
rests with the purchasett is the responsibility of the purchaser to:

(1) understand all qualifications before claiming any exemption;
(2) provide the appropriate exemption certificates to suppliers; and

(3) keep complete and adequate records.

In matters of dispute, a purchaser must substantiate its qualifications to the Department. In an aJfit, the
Department need not prove that a purchase does not qualify for exemption; the purchaser must proyll that it
does. A purchaser who issues a false or fraudulent exemption certificate will be held liable for paymen@f tax,
penalties and intereahd may also be subject to both civil and criminal penalties.

IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors I



Section I;

Section Il;

Section lll;

Section IV;

Section V:

Section VI:

Section VII:

Section VIII:

Section IX:

GUIDE SECTIONS

Manufacturers, Fabricators and Processorselps you determine if a busines
gualifies as manufacturing, fabricating or processing. Once you have properly clag
the business, you can proceed to the next step and determine which purchases 1
your business may qualify for a full or partial exemption. A business that does not mg
full qualifications of a manufacturer, fabricator or processor may still qualify for a pd
exemption.

Full Exemption for Machinery pertains only to manufacturers. Manufacturers
afforded a full exemption on purchases of machinery used directly in the manufac
production process.

Full Exemption for Materials, Tools and Fuel pertains to manufacturers an
fabricators. Manufacturers and fabricators are afforded a full exemption on purchg
materials, tools and fuel that become an ingredient or component part of tangible pe
property to be sold or are used directly in an industrial plant in a manufacturing or fabri
process of finished products to be sold.

Partial Exemption for Machinery and Equipment pertains to manufacturers
fabricators, processors and independent contractors. Manufacturers, fabricators, prg
and independent contractors may be eligible for a partial exemption on purchases of ma
and equipment under the MRA.

Partial Exemption for Materials, Tools and Fuelspertains to manufacturers
fabricators, processors and independent contractors. Manufacturers, fabricators, prg
and independent contractors may be eligible for a partial exemption on purchases of m
tools and fuels under the MRA, even if they do not qualify for the full exemption.

Replacement, Repair, Component and Enhancement Parigertains to
manufacturers, fabricators and processors. Manufacturers are eligible for full exer
on purchases of replacement, repair, component and enhancement parts for ma
Manufacturers are also eligible for a partial exemption on purchases of replacement,
component and enhancement parts for machinery, equipment and tools. Fabricat
processors are eligible for a partial exemption on purchases of replacement, repair, cor
and enhancement parts for machinery, equipment and tools under the MRA.

Labor and Servicespertains to manufacturers, fabricators and processors. The taxa
of labor provided to manufacturers, fabricators and processors is discussed.

Computers, Software and Computer Servicegpertains to manufacturers
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fabricators and processors. Manufacturers may be eligible for a full or partial exemption on

some purchases of computers and software. Fabricators and processors may be
for a partial exemption on some purchases of computers and software.

Research and Developmengertains to manufacturers, fabricators and process
Partial exemptions are available to manufacturers, fabricators and processors for rg
and development.

eligible

ors.
bsearch
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Section X;

Section XI:

Section XII:

Section Xl

Section XV:

Appendix A:

Section XIV:

Testing and Measuringpertains to manufacturers, fabricators and processors. Full
and partial exemptions are available to manufacturers, fabricators and processors for testing
and measuring.

Air Pollution Control and Waste Treatment pertains to manufacturers, fabricators
and processors. A full exemption is available for tangible personal property incorporated
into or used and consumed in an air pollution control or waste treatment facility.

Containers and Packaging Materialspertains to manufacturers, fabricators and
processors. The exemptions available to manufacturers, fabricators and processors for
containers and packaging materials are discussed.

Industries with Specific Statutory Exemptionspertains to manufacturers,
fabricators and processors. Certain industries have been identified by the Department with
exemptions specific to their industries.

Sales and Certificatespertains to manufacturers, fabricators and processors.
Manufacturers, fabricators and processors are required to collect tax on all sales made to
their customers, unless the items being sold are exempted by statute, or an exemption
certificate or resale certificate is issued by the purchaser. Both suppliers and purchasers
are responsible in providing and accepting certificates for exempt purchases of materials,
tools, fuels, machinery, equipment, repair, replacement, component and enhancement parts.

Connecticut Use Taxpertains to manufacturers, fabricators and processors. The
responsibility of manufacturers, fabricators and processors in complying with the Connecticut
use tax law is discussed.

Index of Tax Publications
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Section | — MANUFACTURERS, FABRICATORS AND
PROCESSORS

Full and partial exemptions from tax are available toConn. Gen. Stat. §12-412i(b)(1), for the par
qualified manufacturers, fabricators and processorsexemption under the MRA, defin@sanufacturing
The first step is to determine whether your businessas:

qualifies as a manufacturer, fabricator or processor. - . T
the activity of converting or conditioning

tangible personal property by changing

MANUFACTURERS the form, composition, quality or
character of the property for ultimate sale

Qualified manufacturers are eligible for a full or partial at retail or use in the manufacturing of a
exemption on purchases of: product to be ultimately sold at retail.
Changing the quality of property shall
include any substantial overhaul of the

Full Exemption

machinery : L
materials property tha't res_ults in a significantly
tools greater service life than such property
fuel would have had in the absence of such

overhaul or with significantly greater
functionality within the service life of the
property, beyond merely restoring the

component and enhancement parts
replacement and repair parts

Partial Exemption original functionality for the balance of
machinery the original service life.
equipment : _— .
materials While the two definitions aneot interchangeable, the
tools major differences between the two are the inclu
fuels of the following additional activities asanufacturing
component and enhancement parts under the MRA for a partial exemption:
replacement and repair parts (1) manufacturing a product that will not itself

soldfor use in the manufacturing of a product

The termmanufacturingis defined differently for i X
to be ultimately sold at retail; and

the full exemption and the partial exemption under the

Sales and Use Taxes Act. (2) substantial overhaul of tangible persona
Conn. Agencies Reg. §12-412(34)-1, for the full property for ultimate sale at retail or use in
exemption, definemanufacturing as: manufacturing of a product to be ultimately s
' ' at retail.

an operation or an integrated series of

operatiqns that sgbstantially transform, MANUFACTURING GUIDELINES

by physical, chemical or other means, the

form, Composition or character of raw or Use these generalguidelines to determine if a bus

finished materials into a product gualifies as a manufacturefunless otherwis

possessing a new name, nature and use indicated, these guidelines apply for both a
which is intended for sale, whether by the  and partial exemption)

manufacturer or by another on whose
behalf the manufacturer has undertaken
the manufacture. The transformation
cannot be a mere natural process,
whether or not expedited by the use of
machinery.

(1) The manufacturing procesaust occur at ar
establishment that has manufacturing ag
predominant purpose, such asanufacturing
plant or anindustrial plant, to qualify for a full
exemption on purchases of machinery, mater
tools and fuel and a partial exemption on purch
of materials, tools and fuels.

ial
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While there is no requirement that the process take
place at such a plant to qualify for a partial
exemption on purchases of machinery and
equipment, retail-based manufacturing does
gualify as manufacturing for either a full
or partial exemption. (Se&etail-Based
Manufacturing, Fabricating or Processingon
page 11.)
For a full or partial exemption as a
manufacturer, ananufacturing plant or an
industrial plant is an establishment that has
manufacturing as its predominant purpose
(more than 50%) and that is generally
recognized as such. The ordinary meaning of
the termmanufacturingor industrial plant
indicates a place used either exclusively or

Research and development activities prelimin
to the manufacturing process are includable in
manufacturing production processly to establish
a facility as amanufacturing plant or an
industrial plant to determine eligibility for a full
or partial exemption. Measuring and testing
activities are includable in the manufacturing
production processnly to establish a facility as 1
manufacturing plant or anindustrial plant to
determine eligibility for a partial exemptiory.
Research and development activities and
measuring and testing activities, in and jpf
themselvesdo not constitute manufacturing fo
purposes of the full exemption, badb constitute
manufacturing for purposes of the parti
exemption.

Ary
the

sl

primarily for manufacturing. If the plant is
not located in a commercial or industrial zone,

(2) For afull exemption, the finished product must be

intended for sale, whether by the manufacturer or
by another on whose behalf the manufacturer has
undertaken such manufacturing. For a partial
exemption, the finished product may also be a
productfor use inthe manufacturing of a product
ultimately sold at retail.

or if it is located in a partially residential
dwelling, it is less likely to qualify as a
manufacturing plant or an industrial plant. (See
Cottage Industries on page 11.)

Use the following criteria to determine if an
establishment has manufacturing as its

predominant purpose: (3) A chemical change to property, as opposed to only

a physical change, is more likely to be considered
(a) The floor space must be predominantly manufacturing.

devoted to a manufacturing process;

(b) The predominant number of employees
working at the establishment must be
working in a manufacturing process;

(c) The wages and salaries of employees
working at the establishment must be
predominantly wages and salaries of (6) A process involving production in standardized sizes
employees working in a manufacturing  and qualities and in multiple quantities is more likely
process; to be manufacturing.

(4) The process must be commonly regarded as
manufacturing:

(5) The higher the degree of physical change, the more
likely the process is to be regarded as
manufacturing.

(d) The costs of operating the facility must *
be predominantly attributable to the
manufacturing process;

To determine an exemption from tax, a label of
“manufacturing” does not, in and of itself, designate
a manufacturing operation, whether applied by a
governmental agency or any other such entity.
American Frozen Foods v. DubhniNo. 301353
(Conn. Super. Ct. April 30, 1987), at 17.

(e) Conversely if sales made at the facility
are predominantly of products that were
manufactured elsewhere, it is more likely
a retail establishment and the
manufacturing aspect of the establishment
is incidental to its retail characteristics.

IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors I



Production processes commonly regarded as Conn. Agencies Regs. 812-412(18)-1(f), for a
manufacturing include but are not limited to: exemption, defineactual fabrication as:

asphalt plants, bakeries (wholesale), brass industry, an operation or an integrated series of
candy factories (wholesale), cement and concrete operations that alter or modify a
plants (including mobile concrete mixers), chemical manufactured product or raw materials,
processing, circuit board production, computer chip  whether or not a change in the identity of
production, concrete block and tile production, the product or materials occurs. The
commercial dairies, electroplating, forges, foundries, transformation cannot be a mere natural
furniture making, glass making, heat treating, injection ~ process, whether or not expedited by the
molding, machine and equipment production, machine  use of human skill or labor or machinery.
shops, metal hardening, paper making, pharmaceutica&on
photoengraving, commercial photofinishing, plating,
printing, quarries, rolling mill, saw mill, tool and die
making and wire production. to make, build, create, produce or assemble
components of tangible personal property
so that they work in a new or different
manner.

exemption, definefabricating as:

Production processes not generally regarded as
manufacturing include but are not limited to:

bakeries (retail), bottling water, candy makers (retail),While the two terms are not interchangeable, the

cleaning and pressing of laundry, development of . : _— . )
software programs, the furnishing of gas, water, steanPremise behind the two definitions is essentially

electricity, telephone or community antenna teIevisionéame
service, graphic design, generation of steam or
electricity, gravel plant, harvesting timber, FABRICATION GUIDELINES

photocopying, production and transmission of finishedyse these general guidelines to determine if a bus
radio, television or cable television programming, qualifies as a fabricatqunless otherwise indicate

restaurants, screening plants and ship yards (repairinghese guidelines apply for purposes of full g
and reconditioning boats). partial exemptiorn)

(1) The process must occur atiadustrial plant to
FABRICATORS qualify for a full or partial exemption on purchas

- _ . _ of materials, tools and fuel.
Qualified fabricators may be eligible for full or partial

exemptions on some purchases: While there is no requirement that the fabrica
process take place at an industrial plant to qu

Full Exemption for a partial exemption on purchases of machir

n. Gen. Stat. §12-412i(b)(2), for a part]

ull

ial
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the
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es
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materials and equipment, retail-based fabricating does
tools qualify as fabrication. (SeRetail-Based
fuel Manufacturing, Fabricating or Processingon
Partial Exemption page 11.)
machinery For a full or partial exemption as a fabricator,|an
equipment industrial plant is an establishment havirlg
materials fabrication of finished products to be sold as|its
tools predominant purpose (more than 50%) and is
fuels generally recognized as such. If the plant is|not
component and enhancement parts located in a commercial or industrial zone, or if it
replacement and repair parts is located in a partially residential building, it is l¢ss
likely to qualify as an industrial plant. (See

The termsactual fabricationand fabricating are

defined differently for the full and partial exemptions. Cottage Industries on page 11.)
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Use the following criteria to determine if an (4) A process that is regarded as manufacturing will
establishment has fabrication as its predominant  be regarded as fabrication, but a process that is
purpose: regarded as fabrication will not necessarily be

regarded as manufacturing.
(&) The floor space of the establishment must be g g

predominantly devoted to the fabrication of Fabricating activities include but are not limited
finished products to be sold; to: assembling, baling, bending, bottling, casting,
_ coating, cutting, drilling, harvesting timber, painting,
(b) The predominant number of employees o t4rating, photocopying, replating tools, screening,
yvorklng at _the gstabllghment must be working shearing, shaping, shredding and welding.
in the fabrication of finished products to be
sold: Non-fabricating activities include but are not

_ . limited to: developing software programs, packing,
(c) The wages and salaries of employees worklngreloairing and remodeling

at the establishment must be predominantly
wages and salaries of employees working in
the fabrication of finished products to be sold; PROCESSORS

(d) The costs of operating the establishment musiyyalified processors may be eligible for a partial
be predominantly for the fabrication of finished exemption on some purchases:

products to be sold; _ ,
Partial Exemption

(e) Conversely, if sales made at the machinery
establishment are predominantly of products equipment
fabricated elsewhere, it is more likely a retail materials
establishment and the fabricating aspect of the tools
establishment is incidental to its retail fuels
characteristics. component and enhancement parts

. replacement and repair parts
Research and development activities preparafory P pairp

to the fabrication process are includable in the Conn. Gen. Stat. §12-412i(b)(3), for the partial
fabrication processnly to qualify an establishmer exemption, defineprocessingas:

as anndustrial plant to determine eligibility for
a full or partial exemption. Measuring and testing
activities are includable in the fabrication procgss
only to qualify an establishment asiadustrial
plant to determine eligibility for a partial exemptio.
Research and development activities gnd
measuring and testingpactivities, in and |of PROCESSING GUIDELINES

themselvesdo not constitute fabricating fo Use these general guidelines to determine if a business
purposes of the full exemption, bdh constitute qua”fies as a processor:

fabricating for purposes of the partial exemptign.

—

the physical application of the materials
and labor necessary to modify or change
the characteristics of tangible personal

property.

(1) The process must occur atiadustrial plant to

(2) For a full exemption, the finished products of  be eligible for a partial exemption on purchases of
fabrication must be intended for sale, whether by ~ materials, tools and fuels.
the fabricator or by another on whose behalf the

. e While there is no requirement that the process take
fabricator has undertaken the fabrication. d P

place at an industrial plant to qualify for partial

(3) The process must be commonly regarded as exemption on purchases of machinery and
fabrication. equipment, retail-based processing duesjualify

as processing.Retail-Based Manufacturing,

Fabricating or Processingis discusssed in more

detail on page 11.)
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For a partial exemption as a processor, an(2) The finished products of processing must

be

industrial plant is an establishment that has intended for sale, whether by the processor of by

processing of finished products to be sold as its another on whose behalf the processor
predominant purpose (more than 50%) and is  undertaken the operation.

generally recognized as such. If the plant is not
located in a commercial or industrial zone, or if it

is located in a partially residential building, itis less

likely to qualify as an industrial plant. (See (4) An operation that is regarded as fabricatior
Cottage Industries on page 11.) generally regarded as processing, but an oper
that is regarded as processing is not necesg
regarded as fabrication.

(3) The operation must be commonly regarded
processing.

Use the following criteria to determine if an
establishment has processing as its predominant
purpose: Processing activities include but are not limited

(a) The floor space of the establishment must'®" _ _ _ o
be predominantly devoted to processing  recycling, pipe threading and refining.
finished products to be sold; Non-processing activities include but are no

(b) The predominant number of employees limited to: repairing tangible personal proper
working at the establishment must be remodeling property, packing, unpacking or shely

processing finished products to be sold; Of @ product to be sold.

(c) The wages and salaries of employees
working at the establishment must be OTHER BUSINESSES
predominantly wages and salaries of
employees processing finished products toINDEPENDENT CONTRACTORS

be sold; A business that does not meet the full specification

(d) The costs of operating the establishmenta manufacturer, fabricator or processor, but perfg
must be predominantly attributable to the activities of manufacturing, fabricating
processing finished products to be sold; Pprocessing as a subcontractor, or performs spe

has

as

is
Ation
arily

yl
ing

s of
rms
or

cific

related services for a qualifying manufacturer,

(e) Conversely, if sales made at the tapricator or processor, may still qualify for partjal

establishment are predomingn_tly of exemption on certain purchases.

products processed elsewhere, it is more _ o ' _
likely a retail establishment and the A business must bgrimarily (chiefly) engaged in
processing aspect of the establishment isqualifying manufacturing, fabricating, processing

17

or

incidental to its retail characteristics. related activity for a partial exemption under the MRA.

Research and development activities preparaiory Examples:

to processing activities are includable with actfial ® A contractor engaged in two separate activities,
processing to qualify an establishment as|an one that qualifies the contractor for the MRA partial
industrial plant to determine eligibility for a partial exemption and the other that does not, is engaged
exemption. Measuring and testing activities are primarily in the activity conducted more than 50%

includable in the actual processing to qualify pn of the time.

establishment as amdustrial plant to determine e Acontractor engaged in three different activities is
eligibility for a partial exemption. Research a:rd engaged primarily in.the activity conducted more
development activities and measuring and testing than 33.33% of the time.

activities, in and of themselvedp constitute
processing for purposes of the partial exemptipn.
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Independent Contractor Guidelines

Use these guidelines to determine if an independent

contractor qualifies for a partial exemption on certain
purchases of machinery, equipment, materials, tools
and fuels:

(1)

(2)

(3)

(4)

A contractor primarily engaged in
manufacturing, processing or fabricating as a
subcontractor for a qualifying manufacturer,
fabricator or processor is eligible for a partial
exemption on purchases of machinery, equipment,
materials, tools and fuel3he procesmustoccur

at anindustrial plant to be eligible for a partial
exemption on purchases of materials, tools and
fuels.

A contractomprimarily engaged imesearch and
developmentfor manufacturing, processing or
fabricating is eligible for a partial exemption on
purchases of machinery, equipment, materials, tools
and fuels. The procesanust occur at an
industrial plant to be eligible for a partial
exemption on purchases of materials, tools and
fuels.

A contractorprimarily engaged ilrmeasuring
and testing including adjusting and calibrating
machinery, equipment and tools, for manufacturing,
processing or fabricating is eligible for a partial
exemption on purchases of machinery, equipment,
materials, tools and fuel3he procesmustoccur

at anindustrial plant to be eligible for a partial
exemption on purchases of materials, tools and
fuels.

A contractorprimarily engaged immaintaining

or repairing qualifying manufacturing, processing
or fabricating machinery or equipment, is eligible
for a partial exemptioronly on purchases of
machinery or equipment.

While there is no requirement that manufacturing,
fabricating, processing or related service activities
take place at an industrial plant to qualify for a
partial exemption on purchases of machinery and
equipment, retail-based activities dot qualify.
(SeeRetail-Based Manufacturing, Fabricating

or Processingon page 11.)

An industrial plant is an establishment with the
predominant purpose (more than 50%) of
manufacturing, processing or fabricating finished
products to be sold, including any preparatory or
related process or measuring or testing such
products, and is generally recognized as such.

Use the following criteria to determine if an
establishment has as its predominant purpose the
manufacturing, processing or fabricating finished
products to be sold, or any preparatory or related
process or the measuring or testing of such
products:

(a) The floor space of the establishment must be
predominantly devoted to manufacturing,
processing or fabricating finished products to
be sold;

(b) The predominant number of employees
working at the establishment must be
manufacturing, processing or fabricating

finished products to be sold;

(c) The wages and salaries of employees working
at the establishment must be predominantly
wages and salaries of employees
manufacturing, processing or fabricating

finished products to be sold;

(d) The costs of operating the establishment must
be predominantly attributable to
manufacturing, processing or fabricating

finished products to be sold;

(e) Conversely, if sales made at the
establishment are predominantly of products
manufactured, processed or fabricated
elsewhere, it is more likely a retail
establishment and the manufacturing,
processing or fabricating aspects of the
establishment are incidental to its retail
characteristics.

Research and development activities

preparatory to the process or measuring and
testing activities are includable with actual

manufacturing, fabricating or processing to

qualify an establishment as an industrial plant
for an exemption under the MRA as an

independent contractor.

10
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COTTAGE INDUSTRIES Retail-based establishments include but are ng

. , ) . limited to retailers such as:
In cottage industries, manufacturing, processing or,

fabricating activities are conducted at a nonindustrialreStauramS’ grocery stores, caterers, meat ang

or noncommercial location, such as a residentialmarketS; bakeries, candy, nut anq co_rlfectlor
. . o ' . . stores that process food products primarily for di

dwelling or in a building on the grounds of a residential

dwelling. A facility that is not located in a commercial

or industrial zone, or that is located in a partially

residential building, is less likely to qualify as a

manufacturing plant or an industrial plant and is

considered a cottage industry. Cottage industries are

not eligible for the full exemptions provided to qualifying

manufacturers and fabricators, nor are they eIigibIeREFEREl\ICES

for a partial exemption on materials, tools and fuels.conn, Gen. Stat. §12-412(18)

(An establishment must be a manufacturing plant or  prgquction materials

an industrial plant to qualify for the full exemption of

machinery, repair, replacement, component orConn. Gen. Stat. §12-412(34)

enhancement parts for such machinery, materials, tools Machinery used in manufacturing

and fgel and for partial exemption on purchases ofconn. Gen. stat. §12-412i

materials, tools and fuel.) Cottage industries may,

however, be eligible for a partial exemption on

purchases of machinery, equipment and repair,

replacement, component or enhancement parts for

such machinery and equipment. Conn. Agencies Regs. §12-412(18)-1

Materials, tools and fuel used directly in

industrial plant in the actual fabrication ¢

FABRICATING OR PROCESSING

studios; artists; tailors; establishments that prima
perform fabricating or processing on the props
of others on a retail basis (such activities are tax

Partial exemption for materials, tools, fue
machinery and equipment used
manufacturing

Conn. Agencies Regs. §12-412(34)-1

Businesses engaged in retail-based manufacturing, Machinery used directly in a manufacturing

fabricating or progessingjo not qualify as production process
manufacturers, fabricators and processors for an _
exemption. Retail-based manufacturing, processing o®N 93(1.1), The Manufacturing Recovery Act

fabricating includes any establishment primarily U99% — Ex'(\eﬂmpti?n tfor_ Purchl)ases of Propg
engaged in business. sed in Manufacturing, Processing a

Fabricating
e as a retailer of tangible personal property, which

manufactures, processes or fabricates tangible

personal property as an incidental part of its

business;

e as a retailer of services, which manufactures,
processes or fabricates tangible personal property
as an incidental part of its business; or

e in furnishing, preparing or serving food, meals or
drinks, which manufactures, processes or
fabricates tangible personal property as an
incidental part of its business.

under Conn. Gen. Stat. §12-407(2)(c) or (2)(g)).

fish
ery
ect

sale on the premises to consumers; photographic

rily
rty
able

S,
in

—h

of

rty
nd
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MANUFACTURING
PLaNT

Section 1 SUMMARY

MANUFACTURERS

FABRICATORS

PROCESSORS

INDEPENDENT
CONTRACTORS *

Full exemption
on purchases of

machinery, repair,
replacement, componsg
or enhancement parts

for such machinery, anfd

on materials, tools and
fuel

Partial exemption
on purchases of
machinery, equipment|
materials, tools, repair|
replacement, componsg
or enhancement parts
and fuels

Not applicable

Not applicable

Not applicable

INDUSTRIAL
PLaNnT

Full exemption

on purchases of
machinery, repair,
replacement, compone
or enhancement parts f

such machinery, and o Partial exemption

materials, tools and fue

Partial exemption
on purchases of
machinery, equipment,
materials, tools, repair,
replacement, compone
or enhancement parts
and fuels

Full exemption
on purchases of

materials, tools and fug
Nt
or

on purchases of
machinery, equipment,
materials, tools, repair,

or enhancement parts
and fuels
nt

replacement, compone

Partial exemption
on purchases of

| machinery, equipment,
materials, tools, repair,
replacement,
component or
enhancement parts an
fuels

nt

Partial exemption
on purchases of
machinery, equipment
materials, tools, repair
replacement,
component or
Henhancement parts an
fuels

-

CotTAGE
INDUSTRY

Partial exemption
on purchases of
machinery and
equipment, repair,
replacement, compone
or enhancement parts

Partial exemption
on purchases of
machinery and
equipment, repair,

or enhancement parts

1teplacement, componeg

Partial exemption
on purchases of
machinery and
equipment, repair,
nkeplacement,
component or
enhancement parts

Partial exemption
on purchases of
machinery and
equipment, repair,
replacement,
component or
enhancement parts

REeTAIL-BASED

*

No exemptions

No exemptions

No exemptions

No exemptions

12

Independent contractors performing manufacturing, fabricating or processing or other spe
stated activities as subcontractors for manufacturers, fabricators or processors.

gfically
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SecTioN || — FULL EXEMPTION FOR MACHINERY

(Manufacturers)

Conn. Gen. Stat. §12-412(34) provides a full exemptionA qualifying manufacturer must complete and is

for:

Machinery used in Manufacturing. Sales
of and the storage, use or other
consumption of machinery used directly in
a manufacturing production process. The
word “machinery” as used in this
subsection means the basic machine itself,
and includes all of its component parts and
contrivances, such as belts, pulleys, shafts,
moving parts, operating structures and
equipment or devices, which component
parts and contrivances are used or required
to control, regulate or operate the
machinery or to enhance or alter its
productivity or functionality, whether such
component parts and contrivances are
purchased separately or in conjunction with
such machine and all replacement and
repair parts for the basic machine or for
its component parts and contrivances,
whether such replacement or repair parts
are purchased separately or in conjunction
with such machine. For purposes of this
subsection, “machinery” includes
machinery used exclusively to control or
monitor an activity occurring during the
manufacturing production process and
machinery used exclusively during the
manufacturing production process to test
or measure materials and products being
manufactured but shall not include office
equipment or data processing equipment
other than numerically controlled
machinery used directly in the
manufacturing process.

sue

CERT-101, Machinery, Component Parts a

d

Replacement and Repair Parts of Machinery Used

Directly in a Manufacturing Proces$p the supplie

to claim an exemption on purchases of machinery upder

Conn. Gen. Stat. §12-412(34).
manufacturers may issue CERT-101. Contractof
other businesses may not issue this certificate.

The machinery must be usedirectly in a
manufacturing production processto qualify for a

full exemption under Conn. Gen. Stat. §12-412(34).

Conn. Agencies Regs. 812-412(34)-1(d) defines
manufacturing production processas follows:

the activities or series of activities of which
manufacturing consists, beginning with the
movement of materials, after their receipt,
inspection and storage, to the first
production machine and ending with the
packaging of the manufactured product for
its sale to the ultimate consumer.

For a full exemption, the manufacturing product
process doesot include:

e pre-production activities, such as the weighing,

inspection and storage of materials, before
movement of materials to the first producti
machine; or

e post production activities such as the casin
bundling, sorting, handling, storing, loading,
delivery of the manufactured product, af
packaging the product to be sold to the ultim
consumer.

The machinery does not have to directly come
contact with the product being manufactured to qué
for a full exemption. It need only be used directly

The sale, lease, or rental of machinery is subject to ta>t<h .

. e manufacturing process.
as the sale of tangible personal property. The tax
applies to the total gross receipts, including any propertyexample:
taxes that are part of a lease or rental agreemenmMachinery used to regulate atmospheric conditions
Conn. Gen. Stat. §12-412(34) allows a full exemptionwithin a “clean room” (enclosed, environmentally
on the purchase, lease or rental of qualifyingcontrolled area) that is used in the manufacturing
machinery. The full exemption is availataly to ~ Production process, qualifies as machinery used directly
manufacturers operating inraanufacturing plant in the manufacturing production process. The quality

See the definition afanufacturing planbn page 6 of the air in the clean room has a direct effect on the
" product being manufactured.

Only qualified

S Or

the

on

the
pN

Ja
or

er
ate

nto
lify

n

| IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors

13



QUALIFYING MACHINERY

Use these general guidelines to determine if machinery

is used directly in a manufacturing process:

(1) the machinery directly transforms, or has a direct

effect on, materials being manufactured into a
product to be sold;

(2) the machinery is usegredominantly on the
production line to perform an activity during the
manufacturing process;

Examples:

machinery such as a forklift, conveyor belt,
euclid, crane, payloader or hoist used more
than 50% of the time to move the materials
being manufactured between machinery;

electric or hydraulic motors used more than
50% of the time to power machinery; or

air compressors used more than 50% of the
time for sandblasting in a manufacturing
process.

(3) the machinery iboth:

(@) e usedexclusivelyto control or monitor an
activity during the manufacturing process;
or

usedexclusivelyto design a product as
well as to control or monitor an activity
during the manufacturing processid

(b) directly linked with production machinery
described in items (1) or (2) above;

Example:

a computer aided design/manufacturing
machine used exclusively to control or
monitor, and directly linked to, machinery
described in items (1) or (2) above.

(4) the machinery is used exclusively during the
manufacturing production process to test (other
than destructive testing), inspect or measure
materials and products being manufactured,
including quality control testing. This is true

whether for continuous or random testing,
inspection or measuring during the manufacturing
process.

Machinery that qualifies for a full exemption as
machinery used directly in the manufacturing
process includes but is not limited to:

numerically controlled machinery, thermal arc cutting
systems, concrete mixers, pavement pulverizers and
recyclers, motorized conveyors or dumper systems,
boilers, motors, case packing machines (when used to
package products for sale to tiiemate consumers),
integrated chiller systems, clean rooms, shredders and
hydraulic power units.

14
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NON-QUALIFYING MACHINERY

Machinery used in the following activitiefes not
qualify for a full exemption; however, such machinery
may qualify for a partial exemption under the MRA:

(1) machinery used to perform an activsior to
the first production stage of the manufacturing
process;

Example:

inspection machinery used upon receipt of
materials before the movement of the materials to
the first manufacturing production machine.

(2)

machinery used to control or monitor an activity
after the last production stage;

Example:

computer used to monitor machinery that cases
and loads manufactured products.

machinery used to repair or maintain machinery;

()

APPLICABLE CERTIFICATES

CERT-101, Machinery, Component Parts ar
Replacement and Repair Parts of Machin
Used Directly in a Manufacturing Process

REFERENCES

Conn. Gen. Stat. §12-412(34)
Machinery used in manufacturing

Conn. Agencies Regs. §12-412(34)-1
Machinery used directly in a manufacturing
production process

(4)

()

(6)
(7)
(8)

(9)

(10)

machinery used to manufacture tools to be used
in the manufacturing process unless such tools
are sold as finished products;

a detached computer-aided design system (CAD)
not directly linked to production machinery;

machinery used for destructive testing;
machinery used for research and development;
office equipment or data processing equipment;

Examples:
computer used to maintain inventory control
and job costing financial records;

computer used both for employee scheduling
and on the production line.

machinery used to pack products after the
products have already been placed in their
packaging for ultimate sale;

Example:

a machine that shrink-wraps a pallet holding 100
boxes of cereal.

machinery used in creating a prototype not
intended to be sold.

| IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors
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SecTion Il — FULL EXEMPTION FOR MATERIALS, TOOLS AND
FUEL

(Manufacturers and Fabricators)

Processordo not qualify for a full exemption on purchases of materials, tools and fuel under Conn. Gen. Stat.
§12-412(18).

Conn. Gen. Stat. §12-412(18) allows a full exemptionMATERIALS

for:
Conn. Gen. Stat. §12-412(18) provides manufacturers

and fabricators with a full exemption on the following
materials:

Production materials. Sales of and the
storage or use of materials ... tools and fuel
or any substitute therefor, which become
an ingredient or component part of tangible *
personal property to be sold or which are

materialsused directly in an industrial plant in
the actual fabrication of finished products to be

used directly ... in an industrial plant in the sold;

actual fabrication of the finished product Examples:

to be so!d. Sales of and the storage or use anodes lubricants

of materials, tools and fuel or any substitute carbon dioxide nitrogen

therefor, when such products are used catalysts polishing compounds
directly in furnishing of power to an chemicals refrigerants
industrial manufacturing plant or in the dyes solvents

furnishing of gas, water, steam or electricity helium

when delivered to consumers through

. : : materials thatbecome an ingredient or
mains, lines or pipes.

component partof tangible personal property to
The sale, lease, or rental of materials, tools and fuel is be sold.

subject to tax as the sale of tangible personal property.

Conn. Gen. Stat. §12-412(18) allows a full exemptionQUALIFYING MATERIALS

on purchases of materials, tools and fuel for o _
manufacturers and fabricators operating in anUS€ these general guidelines to determine whether
industrial plant. See Section | of this guide to see if Materials araised directly in an industrial plant in

the business qualifies as a manufacturer or a fabricatof'€ actual fabrication or manufacturing of finished
products to be sold and therefore qualify for a full

A qualifying manufacturer or fabricator must complete exemption:

and issueCERT-100, Materials, Tools and Fuel . . _

purchases of materials, tools and fuel under Conn. Gen. IS used directly in the actual fabrication of finished

Stat. 8§12-412(18). Only qualified manufacturers and
fabricators may issue CERT-100. Processors,

certificate.

contractors, or other businesses may not issue this

products to be sold;

Examples:
e (grease used to lubricate assembly line
machinery;

e solventused to clean assembly line machinery.

(2) materials used to remove impurities from raw

materials being fabricated into finished products
to be sold;

Example:
fluids used in a production line filtration system.

16
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(3) materials used to make molds into which molten(1) materials usegrior to the first production stag
steel will be poured to make parts being fabricated  of the fabrication or manufacturing process;

Into finished products to be sold; (2) materials usedfter the last production stage

(4) materials consumed in the grinding, polishing, the fabrication or manufacturing process;

cutting or baking of products during the production . : :
g gorp g P (3) materials used to conduct destructive testing;

D

ily

process;
] (4) materials used in research and development;
Examples:
e cubic boron nitride (CBN) applied to the cutting (5) materials used for the benefit or safety of workers
surface of grinding wheels used to grind on the production line (except safety apparel f
products being fabricated; exempt under Conn. Gen. Stat. §12-412(91))

e carbide tips applied to saw blades used to cut

products being fabricated: (6) materials used to create a prototype not inter

to be sold.
e muffles used inside a blast furnace to reduce

atmospheric volume; or

e carbon dioxide, nitrogen and helium combined TOOLS

to generate a laser beam used during the .

production process to cut a product being Conn. G_en. Stat. §12-412(18) proyldes manufacty

manufactured. and fabricators with a full exemption on purchase
toolsused directlyin an industrial plant in the actu

(5) materials that come in contact with and have afabrication of the finished product to be sold, includi
direct effect on the products being fabricated or

manufactured. e handtools;
e tools used in the operation of machinery;

Example:
gloves used to prevent the contamination of ~ ® accessory tools that hold or align
products being fabricated or manufactured. « apiece of work being fabricated; or

Gloves and safety goggles worn for the protection of e atool used in actual fabrication; and
workersdo not qualify for an exemption under Conn. |
Gen. Stat. 812-412(18). However, Conn. Gen. Stat.

812-412(91) exempts from tax the sale and the storage,
use or other consumption of safety apparel. usafetyQUALlFYING TOOLS
apparel” means any item of clothing or protective

equipment worn by an employee for protection duringUse these general guidelines to determine whether
the course of the employee's employment includingareused directly in an industrial plant in the actu
but not limited to: back belts, ear plugs, gloves, hardfabrication of finished products to be sold:

hats, lab coats, respiratory masks (including disposable
safety boots, safety glasses or goggles and visors. Th
exemption is not limited to manufacturers, fabricators

nondestructive testing devices (other th
machinery or component parts).

fabrication of, finished products to be sold;

Or processors. Examplesj
chisels picks
NON-QUALIFYING MATERIALS cutters punches
dies reamers
Materials used in the following activities do not qualify drills saws
for full exemption. However, such materials may qualify grinding wheels taps
for partial exemption under the MRA: honing stones

)‘;l) tools in direct contact with, and used in the

ded

rers
5 of
Al

an

tools
Al
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(2)

()

(4)

(5)

(6)

(7)

tools that have a direct effect on finished productsNON-QUALIFYING TOOLS
to be sold by holding or aligning tools in direct
contact with raw materials or pieces of work being
fabricated into such products;

Tools used in the following activities do not qualify for
full exemption. However, such tools may qualify for
partial exemption under the MRA:

Examples: (1) tools used to make other tools (intended for use

E‘?;Cplgz ir;]()slg?trss and not for sale) used directly in the actual
. fabrication of finished products to be sold;

chucks jigs

die sets quills (2) tools used to inspect finished products to be sold

tools that have a direct effect on finished products after their actual fabrication is completed and no

to be sold by holding or aligning pieces of work that further refabrication is practicable;

are being fabricated into such products; (3) tools used in destructive testing;

Examples: (4) tools used in research and development;

backing plates plating racks (5) tools used to create a prototype not intended to be
collets stone holders sold.

frames straighteners

shims

tools that adjust, regulate or repair machinery used”UEL
directly in the actual fabrication of finished products -5 Gen. Stat. §12-412(18) provides manufacturers

to be sold; and fabricators with a full exemption on the following
Examples: purchases of fuel:

hammers e fuelused directly in an industrial plant in the actual
screwdrivers fabrication of finished products to be sold;
wrenches

o fuel used directly to furnish power to an industrial
tools used to check the performance or output of ~ manufacturing plant.
machinery used directly in the actual fabrication

of finished products to be sold: For this exemptionfuel is a substance generally

regarded as fuel, including but not limited to: coal, gas,
tools used for nondestructive testing during theoil, oxygen and acetylene.

fabrication of finished products to be sold,;
Example: QUALIFYING FUEL

measuring tools, such as hand-held micrometers Use these general guidelines to determine whether fuel

tools used to make other tools to be sold, provideciS uged'directly i_n an industrial plant in the '?‘Ct“a'

title transfers from seller to purchaser. a_lbrlcatlon of _f|n|shed produc_:ts to b.e sold OUEEd.
directly to furnish power to an industrial manufacturing

Example: plant:

tools used to make molds, provided title to the

mold transfers from the manufacturer to the
customer.

(1) fuel used to provide a temperature or pressure
required in the process of fabrication of finished
products to be sold igsed directly in actual
fabrication;

Examples:
e oxygen used to apply pressure during the
production process;

e acetylene used in atorch for cutting or welding;

e coalusedinafurnace to apply heat to an item
being fabricated or manufactured;

18
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(2) fuel used in an industrial manufacturing plant to A qualifying manufacturer or fabricator must compl
generate power for machinery used directly inand issueCERT-115, Certificate for Exemp
actual fabrication of finished products to be sold isPurchases of Gas, Electricity and Heating Fuel
used directly in the furnishing of power to an Purchased for Residential Use or for Use

industrial manufacturing plant.

Agricultural Production, in the Fabrication g

Finished Products to be Sold, or in an Industn

NON-QUALIFYING FUEL

Manufacturing Plantto the supplier to claim an

) . L . exemption on purchases of gas, electricity or heg
Fuel used in the following activities does not qualify ¢,o| ynder Conn. Gen. Stat §12-412(3)
for a full exemption under Conn. Gen. Stat. g15 415(16), ' ' '

812-412(18). The fuel may qualify for a full exemption

Pte
|

in
f
ial

ting
or

under Conn. Gen. Stat. §12-412(3) or §12-412(16) o€onn. Gen. Stat. §12-412(3)(A) provides a full

a partial exemption under the MRA:

(1) fuelused to heat or cool an industrial plant, where
heating or cooling has only an incidental effect on
the process of fabrication of finished products to
be sold and is primarily for the comfort of workers
at the plant;

(2) fuel used in an industrial manufacturing plant to
generate power for machinery not used directly in
actual fabrication of finished products to be sold
or in a manufacturing production process;

(3) fuel used in destructive testing;
(4) fuel used in research and development;

(5) fuel used to create a prototype not intended to be
sold.

FULL EXEMPTION FOR GAS,
ELECTRICITY AND HEATING FUEL
(Manufacturers and Fabricators)

In addition to the full exemption available under Conn.
Gen. Stat. §12-412(18) for fuel used directly in an
industrial plant in the actual fabrication of a finished
product to be sold or to furnish power directly to an
industrial manufacturing plant, Conn. Gen. Stat.
8§12-412(3) and 812-412(16) also provide full
exemptions for gas, electricity and heating fuel.
However, the qualifications for exemption under these
statutes are notidentical. A fabricator or manufacturer
may not qualify for a full exemption under Conn. Gen.
Stat. §12-412(3) or §12-412(16), yet may qualify for
an exemption under Conn. Gen. Stat. §12-412(18).

exemption for:

Certain utilities. (A) Gas and electricity

. The sale, furnishing or service of gas,
including bottled gas, and electricity when
delivered to consumers through mains,
lines, pipes or bottles for use ... (ii) directly
in ... fabrication of a finished product to
be sold or an industrial manufacturing
plant, provided the exemption under
subdivision (ii) shall only be allowed with
respect to a metered building, location or
premise at which not less than seventy-five
per cent of the gas, including bottled gas,
or electricity consumed at such metered
building, location or premise is used for
the purpose of such ... fabrication or
manufacturing. Bottled gas as used in this
subsection means L.P. (propane) gas.

Conn. Gen. Stat. 812-412(16) provides a full exemp
for:

Fuel for heating purposes. Sales of fuel
used for heating purposes ... (ii) in any
building, location or premise utilized
directly in ... fabrication of a finished
product to be sold or an industrial
manufacturing plant, provided the
exemption under this subdivision (ii) shall
only be allowed with respect to a building,
location or premise in which not less than
seventy-five per cent of the fuel used in such
building, location or premise is used for
the purpose of such ... fabrication or
manufacturing.

tion
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Mixed Use Locations Example 2:

A fact fabricat lifv f full A building, served by one electric meter, is used both
manufacturer or fabricator may qualify for a fu in the fabrication of a finished product to be sold and for

exemption On_th? purchasg of gas, electricity Or_heat'n%dministrative purposes. Fifty percent of the electricity
fuel for a building used in both manufacturing or is ysed directly in the fabrication process and fifty
fabrication and a non-qualifying activity, such as percentis used for administrative purposes. However,
administration. If a building, location or premises is eighty-five percent of the area of the building is used in
served by asingle meterand is used for both the fabrication of a finished product to be sold and fifteen
fabrication or manufacturing and a non-qualifying percent of the area is used for administrative purposes.

activity, the purchaser must establish that either: The electricity used in this building is fully exempt under
Conn. Gen. Stat. §12-412(3)(A).

e 75% or more of the gas, electricity or heating _
fuel consumed at a location, building or premisesEx@mple 3: _ _
where fabrication of a finished product to be sold, 2 Puilding, served by one electric meter, is used both

or production in an industrial manufacturing plant ' Manufacturing production and for administrative
takes place, is used for the manufacturing Orpurposes. Fifty percent of the electricity is used directly

SR in the manufacturing production process and fifty
fabrication (usage test) or percent is used for administrative purposes. However,
e 75% or more of the areaof a building, location  sixty-five percent of the area of the building is used in

or premises served by that meter or tank is usednanufacturing and thirty-five percent of the area is used

for manufacturing production or fabrication of a for administrative purposes. The electricity used in this

finished product to be soldquare footage test) building is not fully exempt under Conn. Gen. Stat.
812-412(3)(A).

For a full exemption under Conn. Gen. Stat.

§12-412(3) or §12-412(16)manufacturing and  $150 Exemption for Electricity

fabricating include pre-production and post-production (Manufacturers, Fabricators and Processors)
activities if they occur at a building, location or premises

served by a single meter. Therefore, qualifying areadn addition to the exemption available under Conn. Gen.

include the actual fabrication or production area, as>tat: 312-412(3)(A) for electricity purchased for the

well as research and development areas and storag@€cified uses, Conn. Gen. Stat. 812-412(3)(D) allows
areas for raw materials or finished products. Aan exemption for the first $150 charged per metered

manufacturing or fabricating facility must qualify as |0¢ation each month for electricity not qualifying for a
an industrial plant under the five-part test discussed if{tll €xemption. This exemption applies to all purchases

PS 94(3.2) Gas, Electricity and Heating Fuel of electricity not exempted under subdivision (A),
Purchased for Residential Use or for Use in '€gardless of the use of such electricity. The customer

Agricultural Production, in the Fabrication of does not have to furnish a certificate to the electric
Finished Products to be Sold, or in an Industrial utility to qualify for this exemption. If a customer has

Manufacturing Plant.Also see page 5 for guidelines. more than one meter or acgount wif[h an electric utility
company, the $150 exemption appliesachmetered

However, if there is one meter serving the area of theéocation of that customer, regardless of the number of
building used for fabrication or manufacturing (the accounts or meters of the customer. To determine an
qualifying portion of the building) andseparatemeter  exemption under Conn. Gen. Stat. §12-412(3)(D), a
for the administrative (nonexempt) portiamly the  location is a site at which a business operates. Thus,
electricity used in the fabrication or manufacturing areaan electricity customer can have several metered
is exempt from tax. locations if it has more than one shop or warehouse in

Example 1: Connecticut.

A building, served by one electric meter, is used both
in manufacturing production and for administrative
purposes. Eighty-five percent of the electricity is used
directly in the manufacturing production process and
fifteen percent is used for administrative purposes. The
electricity used in this building is fully exempt under
Conn. Gen. Stat. §12-412(3)(A).
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APPLICABLE CERTIFICATES REFERENCES
CERT-100 Materials, Tools and Fuel Certificate conn. Gen. Stat. §12-412(3)

CERT-115 Certificate for Exempt Purchases of ~ Certain utilities
Gas, Electricity and Heating Fuel Purchased conn. Gen. Stat. §12-412(16)
for Residential Use or for Use in Agricultural Fuel for heating purposes
Production, in the Fabrication of Finished
Products to be Sold, or in an Industrial €onn. Gen. Stat. §12-412(18)
Manufacturing Plant Production materials

Conn. Agencies Regs. §12-412(18)-1
Materials, tools and fuel used directly in

industrial plant in the actual fabrication ¢

finished products to be sold

PS 94(3.2) Gas, Electricity and Heating Fuel

Purchased for Residential Use or for Use i
Agricultural Production, in the Fabrication qf

Finished Products to be Sold, or in an
Industrial Manufacturing Plant

—h
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Section IV — P ARTIAL EXEMPTION FOR MACHINERY AND
EQUIPMENT

(Manufacturers, Fabricators and Processors)

The Manufacturing Recovery Act of 1992 (the MRA), The partial exemption under the MRA is not intended
Conn. Gen. Stat. §12-412i, provides a partial exemptiorio replace the full exemption. If a purchase qualifies
as a reduction of 50% of the sales price, includingfor exemption under both Conn. Gen. Stat. 8§12-412i
shipping and handling, for machinery and equipment,and §12-412(34), only the full exemption under Conn.
and replacement, repair, component and enhanceme@en. Stat. §12-412(34) applies.

parts. Application of the MRA results in a lower tax A qualifying manufacturer, fabricator or processor
on qualifying purchases. The MRA partial exemption must complete and isste the supplieCERT-109,

was phased in over a five-year period, culminating on

and after July 1, 1996, in a maximum exemption Of(E:ert'lflcatet of Psrt'al. Exedmgtloln for Maf[cglnti;y,
50% of the gross receipts or sales price. quipment, or Repair and keplacement Fa

claim a partial exemption on purchases of machinery
Example: and equipment and repair, replacement, component and
A qualifying machine is purchased in November 1998 enhancement parts under the MRA.

for $10,000; the tax on the sales price is calculated as . .
P Conn. Gen. Stat. §12-412i(b)(4), for the MRA patrtial

follows: - ) :
exemption, definesiachinery as:

Sales price $10,000
Less: the basic machine itself, including all of its
MRA partial exemption of 50% - 5,000 component parts and contrivances such as
Adjusted sales price $5,000 belts, pulleys, shafts, moving parts,

_ . operating structures and all equipment or
AdJUSteg‘ sales price $5’0(())0 devices used or required to control,
Apply 6% sales tax X ___6% regulate or operate the machinery,
Sales tax to be paid $300

including without limitation, computers and
data processing equipment, together with
all replacement and repair parts therefor,
whether purchased separately or in
conjunction with a complete machine, and
regardless of whether the machine or
component parts thereof are assembled by
the taxpayer or another party.

The partial exemption is available for the purchase of
a broader range of property than the full exemption
for manufacturing machinery provided under Conn.
Gen. Stat. 812-412(34). Likewise, the partial exemption
may be used by a broader category of purchasers.
Under Conn. Gen. Stat. 8§12-412(34), the full exemption
is available only to manufacturers that purchase
machinery and replacement, repair, component an€onn. Gen. Stat. §12-412i(b)(5), for the MRA partial
enhancement parts for use directly in a manufacturinggxemption, definesquipment as:
process. Under Conn. Gen. Stat. §12-412i, fabricators,
processors and qualifying independent contractors may
also qualify for a partial exemption on purchases of
machinery. Manufacturers that do not qualify under
Conn. Gen. Stat. §12-412(34) may qualify for a partialEquipment isessentialonly if the manufacturing,
exemption on purchases of machinery, such agrocessing or fabricating process cannot continue
preprocess machinery, that do not qualify for a full without that equipment. A legal requirement for
exemption. Manufacturers, fabricators, processors angquipment, such as protective screens or railings for
qualifying independent contractors may also qualify for safety reasons, does not necessarily render equipment
a partial exemption on purchases of equipment or partsssential Likewise, a practical necessity, such as
for the equipment. ceiling lights, does not necessarily render equipment
essential

any device separate from machinery but
essential to a manufacturing, processing or
fabricating process.
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Machinery and equipment must be ugednarily
(chiefly) in a qualifying manufacturing, processing or
fabricating activity for a partial exemption under Conn.

Gen. Stat. §12-412i.

Examples:

A machine used for two different functions, one that
would qualify the machine for the MRA partial
exemption and the other that would not, is used
primarily in the qualifying activity more than 50%
of the time.

A machine used for three different functions is used
primarily in the qualifying activity more than

33.33 % of the time.

QUALIFYING MACHINERY AND
EQUIPMENT

The MRA provides a partial exemption for purchases

of machinery and equipmentused primarily in:

3)

(4)

(5)

(1) any stage of the manufacturing, processing or
fabricating process:

(2)

from the time any raw materials are received
(receiving dock)

to the time the product is ready for delivery or
storage (loading dock).

Activities within the scope of the process qualifying
for the MRA partial exemption include:

weighing and testing materials upon receipt;
tool room activities;

overpacking (placing packages in a form to
be sold at retail in large boxes);

crating;
stacking the boxes on pallets; and

covering the pallets with shrinkwrap for
shipment;

research and development for the manufacturing,

processing or fabricating tangible personal property,

more specifically an experimental or laboratory
activity with its ultimate goal:

the development of new products;

the development of new uses for existing
products; or

the development or improvement of methods
for producing products;

measuring or testing for manufacturing, proces
or fabricating tangible personal property, includi

nondestructive measuring or testing;
e destructive measuring or testing;
e alignment of machinery, equipment and toq

e calibration of machinery, equipment and toq
and

e quality control measuring or testing;

maintaining or repairing any machinery
equipment described in (1), (2) or (3) above; ¢

5ing

S,

S;

or

=

metal finishing, including but not limited to:

grinding, filing or sanding surfaces of metal
items;
removing excess metal with presses equigped
with trimming dies or grinding wheels;
examining the surface of metal to detgct
defects, such as dents, scratches or breaks;

removing defects and filling an uneven surface
with solder;

smoothing the surface of an item to a specified
finish with sandblasting or shot-blasting
equipment;

removing scale by dipping a metal forging
acid solution;

in

heat treating to improve the physical proper
of metal; or

polishing a metal surface.

es
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NON-QUALIFYING MACHINERY AND e other market research, advertising or

EQUIPMENT promotional activities; or

_ _ o , research for literary, historical or similar
Machinery and equipment used primarily in the following projects
activities do not qualify for partial exemption: '
(1) in administration; INDEPENDENT CONTRACTORS
(2) in general management; Businesses that do not meet the full specifications to
(3) in sales; establish them as manufacturers, fabricators or

processors, but perform the activities of manufacturing,
fabricating, processing as subcontractors or perform
specific related services for qualifying manufacturers,
() in retail-based manufacturing, processing orfabricators or processors, may still qualify for a partial
fabricating, including any establishment primarily exemption on purchases of machinery and equipment.
engaged in business:

(4) in any other activity not constituting manufacturing,
processing or fabricating;

An independent contractor can purchase machinery
e as a retailer of tangible personal property, and equipment partially exempt under the MRA if the
which manufactures, processes or fabricatescontractor is primarily engaged in:
tangible personal property as an incidental part

of its business: (1) manufacturing, processing or fabricating as a

subcontractor for a qualifying manufacturer,

e as a retailer of services, which manufactures, fabricator Of processor;

processes or fabricates tangible personal
property as an incidental part of its business;(2) performing research and development for
or manufacturing, processing or fabricating;

e infurnishing, preparing or serving food, meals (3) performing measuring and testing,including
or drinks, which manufactures, processes or  adjusting and calibrating machinery, equipment and

fabricates tangible personal property as an  tools, for manufacturing, processing or fabricating;
incidental part of its business. or

Retail-based manufacturing includes but is  (4) maintaining or repairing qualifying

not limited to retailers such as: manufacturing, processing or fabricating machinery
restaurants, grocery stores, caterers, meat and fish  or equipment.
markets; bakeries, candy, nut and confectionery,

stores that process food products primarily for
direct sale on the premises to consumers;APPI-ICABLECER-I_":IC'A‘-I_ES

photographic studios; artists; tailors; and cgrT.109, Certificate of Partial Exemption for
establishments that primarily perform fabricating Machinery, Equipment, or Repair and
or processing services on the property of others Replaceme’nt Parts ’

on a retail basis (such services are taxable under
Conn. Gen. Stat. 8812-407(2)(c) or (2)(9));

REFERENCES

6) beyond the scope of the qualifying process; )

(6) bey P qualifying p Conn. Gen. Stat. §12-412i
Example: Partial exemption for materials, tools, fuels,
Machinery or equipment used to load the packaged machinery and equipment used in
product into storage or delivery vehicles; manufacturing

(7) for testing or inspection for: SN 93(1.1), The Manufacturing Recovery Act of
o efficiency surveys; 1992 — Exemption for Purchases of Property

t studies: Used in Manufacturing, Processing and

e management studies; Fabricating

e consumer surveys;
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SecTion V — PARTIAL EXEMPTION FOR MATERIALS, TOOLS AND
FUELS

(Manufacturers, Fabricators and Processors)

The Manufacturing Recovery Act of 1992 (the MRA), used directly in the actual fabrication of finished
Conn. Gen. Stat. §12-412i, provides a partial exemptiorproducts to be sold, as required under Conn. Gen.|Stat.

as a reduction of 50% of the gross receipts or sale§12-412(18).
price for materials, tools and fuels. Application of the
MRA results in a lower tax paid on qualifying

purchases. The MRA partial exemption was phasecg
in over a five-year period, culminating on and after
July 1, 1996 in a maximum exemption of 50% of the
gross receipts or sales price, including shipping ano}o

handling. For purposes of the partial exemption under the M
an industrial plant is an establishment that h

A qualifying manufacturer or fabricator must compl
nd issue to the suppli€@ERT-108, Certificate of

ols and fuels under the MRA.

Example:
A qualifying tool is purchased in May 1997 for $500;

the tax on the gross receipts is calculated as follows: . . .
g P that is generally recognized as sudPredominant

artial Exemption — Materials, Tools and Fuels
to claim a partial exemption on purchases of materjals,

pte

RA,
AS

manufacturing, processing or fabricating of finished
products to be sold as its predominant purpose|and

Tool sales price $500 means more than 50%.) An industrial plant does|not
Less _ include a cottage industry. In cottage industr|es,
MRA partial exemption of 50% =250 manufacturing, processing or fabricating is provigled
Adjusted sales price $250 ata nonindustrial location, such as a residential dweling
Adjusted sales price $250 ora building on the grounds ofa residgntial _dweIIi g.
Apply 6% sales tax X_6% If the plant is not located in a commercial or industial
Sales tax to be paid $15 zone, or if itis located in a partially residential building,

itis less likely to qualify as an industrial plant.

The partial exemption is available to a broader range

of property than the full exemption for materials, tools INDUSTRIAL PLANT GUIDELINES
and fuels provided under Conn. Gen. Stat. §12-412(18) o these guidelines to determine whethef
Likewise, the partial exemption may be used by a
broader category of purchasers. Under Conn. Gefyypicating of tangible personal property to be sol
Stat. §12-412(18), the full exemption for materials, ;¢ predominant purpose:

tools and fuel is available only to manufacturers and

an

establishment has manufacturing, processing or

l as

fabricators who use such items directly in a (1) The floor space of the establishment mus{ be
manufacturing or fabricating process. Under Conn.  predominantly devoted to manufacturing,
Gen. Stat. 812-412i, processors and independent processing or fabricating finished products tof be

contractors may qualify for a partial exemption on sold;
purchases of materials, tools and fuels. In addition
manufacturers and fabricators may qualify for a partial
exemption on items not fully exempted under Conn.
Gen. Stat. 812-412(18).

at the establishment must be working

products to be sold;

The partial exemption under the MRA is not intended (3) The wages and salaries of emp|0yees workin
to replace the full exemption. If a purchase qualifies  the establishment must be predominantly wa
for an exemption under both Conn. Gen. Stat. and salaries of emp|oyees Working
§12-412i and §12-412(18), Conn. Gen. Stat.  manufacturing, processing or fabricating finish
§12-412(18) applies. For a partial exemption under  products to be sold;
the MRA, materials, tools and fuels do not have to be

(2) The predominant number of employees working

in

manufacturing, processing or fabricating finished

g at
ges
in
ed
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(4)

(5)

The costs of operating the establishment must b¢8) are used in a preparatory process to prepare the
predominantly attributable to manufacturing, materials to be used or consumed;

processing or fabricating finished products to be(g) are used in a preparatory process to ready the
sold; machinery, equipment or tools used in the
Conversely, if sales made at the establishment manufacturing, processing or fabricating process;
are predominantly of products manufactured, (10) are needed to maintain a level of purity required
a retail establishment and the manufacturing, activities.

processing or fabricating aspect of the
establishment is incidental to its retail
characteristics. QUALIFYING TOOLS

Research and development activities are includablefhe MRA partially exempts purchasestobls that
to qualify an establishment asiadustrial plant are:

to determine eligibility for a partial exemption.
Measuring and testing activities are includable to
qualify an establishment as imalustrial plant to
determine eligibility for a partial exemption. (2) used or consumed in any process preparatory or
Research and development activities and related to manufacturing, fabricating or processing
measuring and testing activities, in and of tangible personal property to be sold, such as:

(1) used or consumed in manufacturing, processing
or fabricating tangible personal property to be sold;

The MRA partially exempts purchasesroéterials

themselves,do constitute manufacturing, e handtools
fabrlcafung or processing for purposes of the Examples:
exemption. _ |
chisels screwdrivers
hammers wrenches
QUALIFYING MATERIALS saws

e tools that are used in the operation of

that: machinery
] ] Examples:
(1) become an ingredient or component part of chisels picks
tangible personal property to be sold (also fully cutters punches
exempt under Conn. Gen. Stat. §12-412(18)); dies reamers
(2) are used or consumed in manufacturing, drills saws
processing or fabricating tangible personal ﬁ“”@'ng wheels taps
property to be sold; oning stones
(3) areused or consumed in any process preparatory accessory tOOI_S that: ' '
or related to manufacturing, processing or e hold or align a piece of work being
fabricating tangible personal property to be sold; manufactured, processed or fabricated; or
(4) are used or consumed in measuring or testing « hold or align tools used in such processes;
tangible personal property to be sold; Examples:
(5) are used in repairing and maintaining machinery adaptors inserts
and equipment qualifying for the MRA,; brackets 119s
chucks quills
(6) are usedinatool room to manufacture or repair die sets straighteners
tools qualifying for the MRA; holders
(7) are used in a preparatory process for researcl8) used in measuring or testing tangible personal

and development; property to be sold;
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(4) used in repairing and maintaining machinery andNON-QUALIFYING MATERIALS, TOOLS
AND FUELS

equipment qualifying for the MRA,;

(5) used in a tool room to manufacture or repair tools
qualifying for the MRA,

development;

(7) used in a preparatory process to prepare th
materials to be used or consumed;

(8) used in a preparatory process to ready th

manufacturing, processing or fabricating process.

QUALIFYING FUELS

The MRA partially exempts purchases fofels,
generally regarded as such, including but not limited to
coal, gas, oil, oxygen and acetylene that are:

(1) used or consumed in manufacturing, processing
or fabricating tangible personal property to be sold;

(2) used or consumed in any process preparatory or
related to manufacturing, processing or fabricating
tangible personal property to be sold;

(3) used or consumed in measuring or testing tangible
personal property to be sold;

(4) used in repairing and maintaining machinery and
equipment qualifying for the MRA,

(5) used in a tool room to manufacture or repair tools
qualifying for the MRA,;

(6) used in a preparatory process for research and
development;

(7) used in a preparatory process to prepare the
materials to be used or consumed;

(8) used in a preparatory process to ready the
machinery, equipment or tools used in the
manufacturing, processing or fabricating process;
and

(9) needed to maintain a level of purity required for
manufacturing, fabricating or processing activities.

Materials, tools and fuels uspdmarily (chiefly) in
the following activities daot qualify for a partial
(6) used in a preparatory process for research andxemption:

(1) inadministration;
?2) in general management;
e(3) in sales;

machinery, equipment or tools used in the (4) inany other activity not constituting manufacturi

() in retail-based manufacturing, processing
fabricating, including any establishment primatiji

processing or fabricating;

engaged in business:
e as a retailer of tangible personal prope

Ng,

or
y

ty,

which manufactures, processes or fabricates

tangible personal property as an incidental
of its business;

e as a retailer of services, which manufactu
processes or fabricates tangible persqg
property as an incidental part of its busing

e infurnishing, preparing or serving food, me
or drinks, which manufactures, processes
fabricates tangible personal property as
incidental part of its business.

Retail-based establishments include but ar
not limited to retailers such as:

restaurants, grocery stores, caterers, meat
fish markets; bakeries, candy, nut

confectionery stores that process food prod
primarily for direct sale on the premises
consumers; photographic studios; artists; tail
and establishments that primarily perfo
fabricating or processing services on {
property of others on a retail basis (such sery
are taxable under Conn. Gen. Stat. 8§12-407(4

or (2)(9))-
beyond the scope of the qualifying process;
Example:

Machinery or equipment used to load the packaged
product into storage or delivery vehicles.

hart

es,
nal
SS;
Als
5 Or
an

1”4

and
nd
cts

DI'S;
m
he
ces
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(7) for testing or inspection for: APPLICABLE CERTIFICATES
o efficiency surveys; CERT-108, Certificate of Partial Exemption —
e management studies; Materials, Tools and Fuels
e CONsumer surveys; or
e other market research, advertising or REFERENCES

promotional activities. Conn. Gen. Stat. §12-412i
Partial exemption for materials, tools, fuels,
INDEPENDENT CONTRACTORS machinery and equipment used in

Businesses that do not meet the full specifications to manufacturing

establish them as manufacturers, fabricators OlgN 93(1.1) The Manufacturing Recovery Act of
processors, but perform the activities of manufacturing, 1992'_ Exemption for Purchases of Property

fabricating, processing as subcontractors or perform \;caq in Manufacturing, Processing and
specific related services for qualifying manufacturers, Fabricating '

fabricators or processors, may still qualify for partial
exemption on certain purchases.

An independent contractor may purchase materials,
tools and fuels partially exempt under the MRA if the
contractor isprimarily engaged in the following
activitiesat an industrial plant (see definitions of
primarily andindustrial plant,as they relate to
independent contractors, on pages 9, 25 and 26):

(1) performing manufacturing, processing or
fabricating as a subcontractor for a qualifying
manufacturer, fabricator or processor;

(2) performing research and development for
manufacturing, processing or fabricating;

(3) performing measuring and testing for
manufacturing, processing or fabricating; or

(4) adjusting and calibrating qualifying manufacturing,
fabricating or processing machinery, equipment or
tools.

While a contractor primarily engaged in maintaining or
repairing qualifying manufacturing, fabricating or
processing equipmermhay qualify for a partial
exemption on purchases of machinery and equipment,
such contractor igot eligible for a partial exemption

on purchases of materials, tools and fuels.
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SecTtion VI — REPLACEMENT, REPAIR, COMPONENT AND
ENHANCEMENT PARTS

(Manufacturers, Fabricators and Processors)

Component and enhancement partare: PROCESSORS

(1) parts that did not previously exist on the machinee qualify under the MRA for a partial exemption
and are new to the machiner component, enhancement, replacement and r

(2) separate parts that are purchased for assembly into

3 ) for a partial exemption under the MRA.
a machinebut not machines unto themselves. P P

Component and enhancement parts may expand t

capability of a machine or add a new function to th:EULL EXEMPTION

machine. A full exemption under Conn. Gen. Stat. §12-412
for component, enhancement, replacement and r

Replacement and repair partsare parts that replace ) . L
P pairp P P sparts is available only to qualifying manufacturers,

existing parts of machinery, perform the same function

and have essentially the same capabilities as the parSonn. Gen. Stat. §12-412(34) provides a full exemp

being replaced. for parts by including them under the definition
machinery:

MANUFACTURERS

.. includes all of its component parts and
e qualify for a full exemption under Conn. Gen. Stat. contrivances, such as belts, pulleys, shafts,
8§12-412(34) on component, enhancement, moving parts, operating structures and
replacement and repair parts for machinery used equipment or devices, which component
directly in a manufacturing production process; parts and contrivances are used or required

o qualify under the MRA for a partial exemptionon {0 control, regulate or operate the

component, enhancement, replacement and repair Machinery or to enhance or alter its
parts for: productivity or functionality, whether such

component parts and contrivances are
purchased separately or in conjunction with
such machine and all replacement and

e tools that qualify for full exemption under Conn.
Gen. Stat. §12-412(18);

e machinery that does not qualify for full repair parts for the basic machine or for its
exemption under Conn. Gen. Stat.  component parts and contrivances, whether
§12-412(34); such replacement or repair parts are

e equipment and tools that qualify for partial purchased separately or in conjunction with
exemption under the MRA. such machine....

The full exemption is available under this section

FABRICATORS component, enhancement, replacement and repair

e qualify under the MRA for a partial exemption on 0f machinery used directly in a manufacturipg

component, enhancement, replacement and repaRroduction proceswhether or not those parts ar
parts for: sold in the same transaction with the basic machi

* tools qualifying for full exemption under Conn.
Gen. Stat. §12-412(18);

* machinery, equipment and tools that qualify for
a partial exemption under the MRA.

DN
bpair

parts for machinery, equipment and tools that qudlify
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A full exemption for component and enhancement partpurchaser need not be a manufacturer as long as the
is available under Conn. Gen. Stat. §12-412(73) tanachine will be used in the manufacturing production
manufacturers or persons who assemble the parts process.

behalf of manufacturers into or onto a qualifying SOETWARE

machinebefore that machine is used directly in a

manufacturing process. This exemption dugsapply
to repair or replacement parts.

Component parts for assembly of
manufacturing machinery. The sales of any
part of a machine purchased exclusively for
the purpose of assembling a machine for
use directly in a manufacturing production
process, provided the purchaser submits a
certified statement at the time of such
purchase, on a form prepared by the
commissioner of revenue services, certifying
that such part is purchased exclusively for
use in a machine to be assembled by the
purchaser, or someone acting on behalf of
the purchaser, and that such machine shall
be used directly in a manufacturing
production process. The purchaser shall
prepare a record of the use of such part
which shall be maintained by the purchaser
for a period of not less than three years
following the date of purchase.

Canned, or prewritten, software is a component or
enhancement part of machinery used directly in a
manufacturing production process. Canned software

Conn. Gen. Stat. §12-412(73) provides afuIIexemptiorburchased at any time by a manufacturer for use on
for:

qualifying machinery qualifies for a full exemption under
Conn. Gen. Stat. §12-412(34). Canned software
purchased in a separate transaction from qualifying
machinery for assembly into new machinery qualifies
for full exemption under Conn. Gen. Stat.
812-412(73), provided the purchase is mané the
software is assembled into the machine before the
machine is used in actual production, whether the
software is purchased by a manufacturer or by a person
assembling a machine on behalf of a manufacturer.
See Section VIII of this guide for more detailed
information on software.

A qualifying manufacturer, or a person who assembles
component or enhancement parts on behalf of a
qgualifying manufacturer, must complete and issue
CERT-101, Machinery, Component Parts and
Replacement and Repair Parts of Machinery Used
Directly in a Manufacturing Processo the supplier

to claim a full exemption on purchases of component,
enhancement, replacement or repair parts under Conn.

Component and enhancement parts qualify for thisGen. Stat. §12-412(34) or §12-412(73).

exemption only when purchased exclusively for

assembly into or onto qualifying machingasior to

PARTIAL EXEMPTION

the time the_ machine is put into actual productlon..l.he purchase of a component, enhancement,
However, either a manufacturer or a person

: , replacement or repair part may not qualify for a full
assembling machinery on behalf ofamanufacturerma)éxem tion under Conn. Gen. Stat. §12-412(34) or
purchase component and enhancement parts under thts P i ' '

exemption. Under Conn. Gen. Stat. 812-412(73), if a onn. Gen. Stat. §12-412(73) because the machinery

. onto which the part is assembled was not purchased

new machine and the component and enhancemerE)t a manufacturer or will not be used in a
szszoir%f%r;?;zi? iah(:o?snli;rzi’n:roorrlng :?;n anufacturing process. However, a partial exemption
enhancement parts are exem’ +if the aF;e urchasef r parts is available to manufacturers, fabricators and
P P Y P ;ﬁrocessors for parts for qualifying machinery, equipment

:)r(]ﬂ;rsl(l:vee![{]efofr ?iﬁg?gggg;;ﬁ?‘tg .:]hgonr:]ZCh'ge t(l)nand tools under the MRA. The partial exemption on
uncti ne ! way. component, enhancement, replacement and repair parts
other words, the parts amt replacement parts for

, . ) is available as a 50 percent reduction of the sales price
some future time. The exemption applies through th P P

Sor purposes of calculating the tax.
assembly and testing stages to the time when the PUP g

assembled machine is ready to be used in production.
This exemption does not apply to other component or
enhancement parts purchased separately. The
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The partial exemption is provided for component, All software, whether canned, custom or customiz
enhancement, replacement and repair parts othat is purchaseth the same transactionwith the
machinery by including them under the definition of machine on which the software is used, or
machinery. Conn. Gen. Stat. §12-412i(b)(4) definescomponent parts to be assembled into or onto a

machinery as:

the basic machine itself, including all of its
component parts and contrivances such as
belts, pulleys, shafts, moving parts,
operating structures and all equipment or
devices used or required to control, regulate
or operate the machinery, including without
limitation, computers and data processing
equipment, together with all replacement
and repair parts therefor, whether
purchased separately or in conjunction with
a complete machine, and regardless of
whether the machine or component parts
thereof are assembled by the taxpayer or
another party

machine, may qualify for a partial exemption under
MRA. Canned, or prewritten, software purchase
the samer a separate transaction from the purch
of machinery is treated as the purchase of a compg
or enhancement part. See Section VIII of this gt
for more detailed information on software.

A qualifying manufacturer, fabricator or processor nj
complete and issUERT-109, Certificate of Partial
Exemption for Machinery, Equipment, or Rep
and Replacement Partso the supplier to claim
partial exemption on purchases of compong
enhancement, replacement or repair parts unde
MRA.

REDUCED RATE AND REFUND

The MRA also provides a partial exemption for REPEALED
component, enhancement, replacement and repair par
of equipment and tools. While not specifically stated
this interpretation can be drawn from the MRA's patrtial
exemption of materials, tools and fuels:

It—s’or sales made before January 1, 1999, Conn.
'Stat. 12-408(1)(A) provided a reduced tax rat&t6%o
for purchases of replacement or repair parts
exclusive use in machinery qualifying for a f

used in a process preparatory or related to the €xemption under Conn. Gen. Stat. §12-412(34)
manufacturing, processing or fabricating of used directly in a manufacturing production ]Procg
tangible personal property to be sold, and Manufacturers purchasing replacement and repair
used or consumed in the manufacturing,for manufacturlng mac_hmery were a_fforded t
processing or fabricating of tangible personal redL_Jced tax rate, in addition to the partial exemp
property to be sold. available undgrthe MRA for the parts. _Manufactu

were also eligible for a refund of tax paid under Cq
Therefore, parts purchased for qualifying tools andGen. Stat. 12-412d. Effective January 1, 1999,
equipment also qualify for a partial exemption underreduced rate provision in Conn. Gen. St
the MRA. 8§12-408(1)(A) and 812-412d were repealed
replaced by a full exemption under Conn. Gen. §
"82-412(34).

Component, enhancement, replacement and repair pa
qualify for a partial exemption under the MRA whether
they are purchased in the same transaction with, o

separately from, qualifying machinery, equipment orfg{EF>AIR AND MAINTENANCE SERVICES

tools. A partial exemption for parts is available throughNeither the full nor the partial exemption applieg
the assembly and testing stages of qualifying machinergervices. Most maintenance and repair serviceg
equipment or tools, as well as during actual productionfully taxable at 6%.

Parts purchased separately for assembly into a machine

that would qualify for exemption under the MRA, had

it been purchased fully assembled, also qualify for the

MRA exemption.
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Example:

A processor purchases a machine partially exempt
under the MRA in January, 1997. The machine breaks
down and needs to be repaired in July, 1999. The
repair parts cost $250 and repair labor is $120. The
processor completes and issues CERT-109,
Certificate of Partial Exemption for Machinery,
Equipment, or Repair and Replacement Parts, to the
supplier to purchase the repair parts under the MRA
partial exemption. The repair is taxable as follows:

Repair parts $250.00
Less:

the MRA partial

exemption (50%) -125.00
Adjusted gross receipts $125.00
Adjusted gross receipts $125.00
Apply 6% sales tax X .06
Sales tax due on repair parts $7.50
Repair labor $120.00
Apply 6% sales tax .06
Sales tax due on repair labor $7.20
Repair parts sales tax 7.50
Repair labor sales tax + 7.20
Total sales tax due $14.70

However, a full exemption for the following services

was added by Public Act 99-173, 827, for sales

occurring on and after July 1, 1999:
Sales, use or other consumption of:

(A) calibration services for machinery, equipment
or instrumentation used in a manufacturing
production process; or

(B) other sales, use or other consumption of
services or compliance practices associated
with registration and compliance of quality
management and quality assurance standards
as part of standards created by the
International Organization of Standards. For
purposes of this subdivision, “calibration
services” means independent inspection
services performed to verify accuracy in the
provision, calibration or recalibration of
equipment used to test, measure, monitor or
guage any quality, process or environmental
equipment used in conjunction with maintaining
guality standards or meeting regulatory
requirements.
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APPLICABLE CERTIFICATES

CERT-101, Machinery, Component Parts and
Replacement and Repair Parts of Machinery
Used Directly in a Manufacturing Process

CERT-109, Certificate of Partial Exemption for
Machinery, Equipment, or Repair and
Replacement Parts

REFERENCES

Conn. Gen. Stat. §12-412(34)
Machinery used in manufacturing

Conn. Gen. Stat. 812-412(73)
Component parts for assembly of manufacturing
machinery

Conn. Gen. Stat. §12-412i
Partial exemption for materials, tools, fuels,
machinery and equipment used in
manufacturing

SN 93(1.1) The Manufacturing Recovery Act of
1992 — Exemption for Purchases of Property
Used in Manufacturing, Processing and
Fabricating

Public Act 99-173, 827



Section VI SUMMARY

Replacement, Repai, Full Exemption from Partial Exemption
Component and Sales and Use Taxes from Sales and Use
Enhancement Parts available under: Taxes available under:
purchased by:
Prior to A non-manufacturer or the Conn. Gen. Stat.
use in manufacturer for assembly 812-412(73)
production to create a new (M)
only manufacturing machine
A manufacturer for Conn. Gen. Stat.
assembly by the §12-412(34)
manufacturer or a (M)

non-manufacturer onto or
into machinery that is fully
exempt under Conn. Gen
Stat. §12-412(34)
(whether or not
purchased with

machinery)
Any person for assembly Conn. Gen. Stat.
_ onto or into machinery §12-412i
Prior to that is partially exempt (M,F,P)
or during under the MRA
use in
production Any person for assembly Conn. Gen. Stat.
onto or into equipment tha| 812-412i
is partially exempt under (M,F,P)
the MRA
Any person for assembly Conn. Gen. Stat.
onto or into a tool that is 812-412i
fully exempt under Conn. (M,F)
Gen. Stat.§12-412(18)
Any person for assembly Conn. Gen. Stat.
onto or into a tool that is 812-412i
partially exempt under the (M,F,P)
MRA
Table Key: Manufacturer = M Fabricator = F Processor = P
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SecTion VII— LABOR AND SERVICES

(Manufacturers, Fabricators and Processors)

Certain enumerated services are subject to tax in th8ervices to commercial or industrial real
State of Connecticut. This section focuses on commorproperty include, but are not limited to:

services related to manufacturing, fabricating and  4jr conditioning masonry
processing. A complete list of taxable services canbe  carpentry painting
found in Conn. Gen. Stat. §12-407(2). The fulland  carpeting paving
partial manufacturing exemptions apply only to tangible  yemolition plastering
personal property, not to services. electrical plumbing
elevator work refuse removal

SERVICES TO REAL PROPERTY escalator work roofing

. . : excavating sandblasting
This section focuses on services to real property as . oo -
th 6 al o industrial N fencing (chain link)  siding

eé’ "ﬁpy ocommerct|a ptr_oper y%ln ushna prope: y flooring system/unit installation*
an € hew construction ot such property. foundation work structural inspection
IP 99(19) A Guide to Connecticut Sales and Use . -

. : heating ventilation

Taxes for Building Contractorgnd Conn. Agencies C ,
R §12-407(2)(i)(1)-1 tai Jetailed lighting systems wallpapering

egs. (2)(I)()-1 contain more detaile management welding

information on services to real property.
The installation ofsystems/unitsthat become
affixed to real property is a service to real property
unless the systems/units qualify as machinery used
directly in the manufacturing production process.
Installation of machinery used directly in the
manufacturing production process s a service

*
Manufacturers, fabricators and processors are the
consumers of and must pay tax on all services to real
property provided at their industrial plants, machine
shops, warehouses or any other commercial or

industrial site unless the services provided qualify as
services rendered in the construction of new real e :
to real property, even if it is permanently affixed

roperty. o . : ;
property to real property. This is discussed in detail later in
Any business, including a manufacturer, fabricator or  this section.
processor, doing business with a nonresident contractor

may be held personally liable for payment of any state such systems/units include but are not

taxes owed by the nonresident contractor in fulfilling limited to:

the contract. Nonresident contractors doing business alarm systems

in the State of Connecticut must post a bond or make central air conditioning units

a deposit with the Commissioner of Revenue Services central vacuuming units

to secure payment of Connecticut taxes. See furnaces (boilers and burners)
IP 99(19) A Guide to Connecticut Sales and Use modular lighting units

Taxes for Building Contractorfor more information pumps

refrigeration units
water heaters

Services to industrial or commercial real
property exclude:

Services rendered in theoluntary evaluation,
prevention, treatment, containment or removal of
hazardous waste, as defined in Conn. Gen. Stat.
822a-115, or other contaminants of air, water or soil.
SeeSN 95(17) Certain Environmental Services
Excluded from Sales and Use Taxésr more
information
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TAXABILITY OF SERVICES TO REAL MAINTENANCE, LANDSCAPING AND
PROPERTY JANITORIAL SERVICES

Services to real property are taxable when provided tq;aintenance, landscaping and janitorial services are
commercial and industrial property. Charges forsubjecttotax under Conn. Gen. Stat. §12-407(2)(IX),

services include the actual charge for labor performed§12_407(2)(i)(v) and §12-407(2)(i)(Y), whether the

plus any markup on materials, overhead expenses ang,ices are to existing property or new constructj
reimbursed expenses incorporated into the final bill.\, o facturers. fabricators and processors ar
Services connected with the construction of new ’

commercial or industrial real property are not subject
to tax. Real property refers to land, buildings and
materials permanently affixed to land and buildings.

consumers of and must pay tax on all chargeg for
maintenance to real property, landscaping and jani
services provided at their industrial plant, machine shop,
warehouse or any other commercial or industrial

Commercial Property:  Real property where buying, including all grounds. Services rendered in the ¢are

selling or leasing of goods or services usually takegind maintenance of the buildings or grounds are t
place. This category includes, but is not limited to: including but not limited to: janitorial work, th

restaurants, retail stores, office buildings, gas stationgstallation of fences (other than chain link fences or
and similar property and the yards and groundsfences to contain livestock on a farm) and walls, show

surrounding such establishments, including warehouseBlowing, lawn mowing, pruning, cleaning guttersfor
and garages. drains and the installation of irrigation/sprinkler

Industrial Property: ~ Real property where a5 3 service to commercial or industrial property.
manufacturing or fabricating activities take place.

Industrial property includes th_e mdustnal plaqt and theFABRICATION LABOR
yard and grounds surrounding the industrial plant,

systems. The installation of chain link fences is taxable

including warehouses and shipping docks. Conn. Gen. Stat. 812-407(2)(c) imposes tax| on

New Construction:  Services directly connected
with:

With a few exceptionsnew constructiorgenerally

ends when the Certificate of Occupancy (C.0.) isExample:
issued. A manufacturer of hinges hires a subcontractor to plate

fabrication labor. The terfabrication labor applies
to the labor rendered in:

h . ¢ building: the producing, fabricating, processing,
the construction of a new building; printing or imprinting of tangible personal
the construction of a new addition that expands  property for a consideration for consumers

the cubic footage of an existing building; who furnish either directly or indirectly the
the replacement of the entire internal structure of ~ materials used in the producing,
a building, including new floors, support columns, ~ fabricating, processing, printing or
walls, mechanical and electrical systems; imprinting...

site improvements to the real property that put thewhile fabrication labor is subject to tax, such labor
property to a new use, such as the construction ofnay be purchased exempt from tax when physidally
roadways, walkways (concrete or asphalt) andincorporated into a finished product to be sold. | To

parking lots; or purchase fabrication labor exempt from tax, a
the initial finish work to the interior of a building if manufacturer, fabricator or processor must issjyie a
there was no previous use of the space. Connecticut Sales and Use Tax Resale Certificate

to the provider of the services.

the hinges. Because the manufacturer will be selling
the hinges, the plating labor may be purchased exempt
from tax, as the labor is incorporated into the product.

| IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors
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INSTALLATION LABOR necessary. In addition to running a dedicated electrical

line to the new machine, the electrician also rewires
The installation of systems/units that are affixed to reakhe entire production area, as the wiring is outdated
property is a service to real property. Services toand poses a potential fire hazard. The labor to install
existing commercial and industrial real property arethe machine, including running the dedicated electrical
taxable. However, the installation of qualifying line to the machine, is not subject to tax. However,
machinery and equipment used in a fabricating rewiring the entire productlon area s a service to real
processing or manufacturing production process is nofm'oert.y and is therefore fully taxable. Labor charges
subject to tax. Installation labor for qualifying or the installation of the machine must be separately
J ) : ] ) ) y ftated from the charges for rewiring the production area.
machinery and equipment is not a service to rea
property under Conn. Gen. Stat. §12-407(2)(i)(1), evenExample 3 :

if the machinery or equipment is affixed to the real A processor purchases equipment qualifying for a partial
property, if: exemption under the MRA. In addition to the installation

. L . ) of the equipment, the processor has a new ventilation
e theinstallation is of machinery and the maCh'nerysystem installed to improve the air quality in the plant

qualifies for either a full exemption' under Cor!n. for the benefit of the employees. The labor to install
Gen. Stat. §12-412(34) or a partial exemptionthe equipment is not subject to tax. However, the
under the MRA,; installation of the ventilation system for the benefit of

« the installation is of equipment and the equipmentthe employees is a service to real property and is fully

. . : . taxable. Labor charges to install the equipment must
gzgllfles for a partial exemption under the MRA; be separately stated from the charges to install the

ventilation system.
e the labor charges rendered in the installation of

machinery or equipment are separately stated froonSSEMBLY LABOR
other services to real property provided at the

facility .

Assembly labor is fabrication labor and is therefore
subject to tax. However, if tangible personal property

Installation is limited to those services necessary 10 js exempt under Conn. Gen. Stat. §12-412 where it is

make the machinery operable.

sold fully assembled and ready for use, then charges

If the machinery or equipment is relocated inside anfOr labor to assemble the component parts of the
industrial manufacturing plant, the reinstallation of the Property into a functioning unit are not taxable.

machinery is not taxable even if such machinery orjf component or enhancement parts are purchased
equipment is affixed to the real property under thefu”y exempt under Conn. Gen. Stat. §12-412(34) or

conditions stated above.

Example 1:

A manufacturer hires a contractor to relocate a machine
used in the manufacturing production process to
another location in the manufacturing plant. The
machine is currently installed on a concrete pad. As
part of the reinstallation, the contractor removes the
existing concrete pad from the production floor and
relocates the machine onto a new concrete pad. The
labor to create a new concrete pad and reinstall the
machine onto the concrete pad in the new location is
not subject to tax.

Example 2:

A fabricator purchases machinery qualifying for a partial
exemption under the MRA for the fabrication of finished
products to be sold. An electrical contractor installs
the machinery and provides all electrical work

812-412(73), the labor by an independent contractor
to assemble the parts into or onto manufacturing
machinery is not taxable as fabrication labor under
Conn. Gen. Stat. 812-407(2)(c). This applies to
component parts assembled to create a new machine,
as well as to component and enhancement parts
assembled onto a fully assembled machine.

If component or enhancement parts are purchased
partially exempt under the MRA, the labor by an
independent contractor to assemble the parts into or
onto machinery, equipment or tools is not taxable as
fabrication labor under Conn. Gen. Stat. §12-407(2)(c).
This applies to component parts assembled to create a
new machine, as well as to component or enhancement
parts assembled onto a fully assembled machine.
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REPAIR LABOR CALIBRATION SERVICES

Repair and maintenance services to machineryConn. Gen. Stat. 812-412, as amended by Publid
equipment and tools are subject to tax under Conn99-173, §27, exempts on and after July 1, 1999:

Act

Gen. Stat. §812-407(2)(i)(DD) as repair and
maintenance services to any item of tangible personal
property. This includes the sale of any contract of
warranty or service for any such item. Repair services
to machinery, equipment and tools may also be taxable
under Conn. Gen. Stat. §12-407(2)(i)(Q), as repair
services to any electrical or electronic device. Conn.
Agencies Regs. §12-407(2)(i)(DD)-1 defines the term
repair to mean:

to mend or bring back to working order or
operating condition an item of tangible
personal property that is broken, damaged,
malfunctioning or defective. The term
"repair" does not include the service of
installing new parts or accessories that are
not replacements for existing parts or
accessories.

See Conn. Agencies Regs. §812-407(2)(i)(DD)-1 and
12-407(2)(1)(Q)-1 for more information.

Repair and maintenance services include, but are

Sales, use or other consumption of (A)
calibration services for machinery,
equipment or instrumentation used in a
manufacturing production process; or (B)
other sales, use or other consumption of
services or compliance practices associated
with registration and compliance of quality
management and quality assurance
standards as part of standards created by
the International Organization of
Standards. For purposes of this
subdivision, "calibration services" means
independent inspection services performed
to verify accuracy in the provision,
calibration or recalibration of equipment
used to test, measure, monitor or gage any
quality, process or environmental equipment
used in conjunction with maintaining
guality standards or meeting regulatory
requirements.

not limited to:

ENGINEERING SERVICES

Engineering services, including engineering consulting
services, are not enumerated as taxable services
Conn. Gen. Stat. 812-407(2) and are therefore
subject to tax.

e cleaning machinery, equipment or tools;

e Mmaintaining or repairing machinery, equipment or
tools;

e replating grinding wheels;
e sharpening cutting tools; and

e retipping saw blades.

MAINTENANCE, REPAIR AND
WARRANTY CONTRACTS

tangible property includingny contract of warranty
or service related to any such iterh (emphasis

the terms of the contract is subject to tax.

BUSINESS ANALY SIS, MANAGEMENT,
MANAGEMENT CONSULTING AND
PUBLIC RELATION SERVICES

In general, business analysis, managem
Conn. Gen. Stat. §12-407(2)(i)(DD) imposes tax onmanagement consulting and public relations serv
“any repair or maintenance service to any item ofare subject to tax under Conn. Gen. S
812-407(2)(i)(J) if they relate to a service recipie
core business activities, as defined in subsection (|
added). Any renewal or exercise of an option to extendConn. Agencies Regs. §12-407(2)(i)(J)-1, or hur
resource management activities, as defined in
subsection (i) of the same regulation. Referto C
Agencies Regs. 812-407(2)(i)(J)-1 for mg
information.
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ENVIRONMENTAL CONSULTING APPLICABLE CERTIFICATES
SERVICES Connecticut Sales and Use Tax Resale Certificate

Environmental consulting services are not subject tocERT-104, New Construction Certificate
tax. Environmental consulting services are statutorily

excluded from taxable business management ConSUItinﬁiEFERENCES
services. Some examples of nontaxable environmental
consulting services include designing a remedial plarConn. Gen. Stat. 812-407(2)
to remove hazardous materials or providing trainingto ~ Definitions
th.(tehe;?;tlgéenesrgﬁnrgggﬁj1;2ct§rerto ensure comphanc&onn_ Gen. Stat. §12-410
w v WS- Presumptions and resale certificates
Conn. Gen. Stat. 812-412

Exemptions

Conn. Agencies Regs. 812-407(2)(i)(J)-1
Business analysis, business management,
business management consulting and business
public relations services

Conn. Agencies Regs. §812-407(2)(i)(DD)-1
Repair or maintenance services to tangible
personal property and contracts of
maintenance, repair or warranty

Conn. Agencies Regs. §12-407(2)(i)(Q)-1
Repair services to any electrical or electronic
device

Public Act 99-173, 827

SeeSN 95(17) Certain Environmental Services
Excluded from Sales and Use Taxésr more
information.

SN 95(17), Certain Environmental Services
Excluded from Sales and Use Taxes

IP 99(19), A Guide to Connecticut Sales and Use
Taxes for Building Contractors
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Section VII SUMMARY

Services

Performed with
respect to

Taxability

Services to existing commercig
or industrial real property

| Land, buildings and materials
permanently affixed to land and
buildings, other than machinery
exempt under Conn. Gen. Stat.
§12-412(34) and machinery and
equipment partially exempt unde

the MRA

Fully taxable at 6%

Maintenance to real property,
landscaping and janitorial
services

Land and buildings of existing re|
property or new construcion

al Fully taxable at 6%

Fabrication labor

Materials

Fully taxable at 6% unless labo
is incorporated into finished
product to be sold

r

Installation labor

Machinery and equipment

Not subject to tax

Assembly labor

Component parts

Exempt from tax when
performed to qualifying property

Repair and maintenance servi
excluding calibration services

ceddachinery, equipment and tools
(all tangible personal property)

Fully taxable at 6%

Engineering services

Manufacturing, processing and
fabrication

Not subject to tax

Business analysis, manageme
management consulting and
public relation services

nt,Manufacturing, processing and
fabrication

Fully taxable at 6% if they relat
to a service recipient's core
business activities or human
resource management activitie

D

[7a)

Environmental consulting
services

Manufacturing, processing and
fabrication

Not subject to tax
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SecTion VIII — COMPUTERS, SOFTWARE AND COMPUTER

SERVICES

(Manufacturers, Fabricators and Processors)

COMPUTERS

The sale, lease or rental of computers is subject to tax

as the sale of tangible personal property. However,
computers may qualify for a full or partial exemption
under Conn. Gen. Stat. 8§12-412(34), §12-412(73) or
§12-412i.

FULL EXEMPTION

A full exemption for computers qualifying as machinery
used directly in themanufacturing production
processis provided under Conn. Gen. Stat. §12-
412(34). Afull exemption for computers as component
parts of machinery used directly in the manufacturing
production process is provided under Conn. Gen. Stat.
812-412(34) and §12-412(73). A full exemption for o _
purchases of computers as machinery or componerf0n-qualifying computers include but are not
parts of machinery is available only to qualifying limited to computers used:

manufacturers or to individuals who assemble such,
component parts on behalf of qualifying manufacturers

into or onto a machine or assemble them to create a

new machine.

Qualifying computers include:

computers as component parts of machinery,
purchased exclusively for assembling or building a
machine used directly in a manufacturing
production process or for installation into or onto a .
new machine;

computers used exclusively during the
manufacturing production process to test (other
than destructive testing) or measure materials and
products being manufactured,; °

computer aided design/computer aided
manufacturing (CAD/CAM) machinery or any
computers that are used exclusively to:

e control or monitor an activity during the
manufacturing production process;

e design a product as well as control or monitor
an activity during the manufacturing production
processand that aredirectly linked with
machinery that either:

(1) directly transforms, or has a direct effect
upon, the form, composition or character
of raw materials being manufactured

into a product possessing a new name,
nature and use that is intended for sale,

or

is used predominantly (more than 50%)
on the production line to perform an
activity during the manufacturing
production process.

(2)

Example:

A computer used exclusively to monitor the
polishing of copper wire being manufactured and
that is directly linked to a machine that will cut the
wire to a 12 inch length qualifies for full exemption.

to control or monitor machinery used directly in
the manufacturing production process as described
in (1) or (2) above that is also used for
administrative purposes;

Example:

a computer used on a production line to control the
output of a machine used in the manufacturing
production process and that is also used to maintain
inventory control.

exclusively to design a product that are not linked
to production machinery;

Example:
a computer aided design system that stands alone.

to control or monitor an activity occurrimgior to
the first production process dollowing the
completion of the manufacturing production
process;

Example:

a computer used to control or monitor machinery
that cases and loads manufactured products onto
delivery trucks.

Computers not meeting the requirements for a full
exemption may still qualify for a partial exemption under

the MRA.
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PARTIAL EXEMPTION « as a retailer of services, which manufactufes,
processes or fabricates tangible persqnal
property as an incidental part of its busingss;
or

A partial exemption for computers qualifying as
machinery, equipment or component parts of machinery

or equipment is provided under the MRA.
Manufacturers, fabricators and processors may be °
eligible for a partial exemption on such purchases of
computers.

in furnishing, preparing or serving food, megls
or drinks, which manufactures, processes$ or
fabricates tangible personal property as| an

incidental part of its business.
Machinery qualifying for a partial exemption under the

MRA includes operating structures and all equipment
or devices used or required to control, regulate or
operate the machinery, including, without limitation,
computers and data processing equipment. Computers
that do not qualify for a full exemption may qualify for

a partial exemption. In addition, computer and data
processing equipment used or required to control,
regulate or operate machinery qualifying for a full or
partial exemption need not be linked directly to such
machinery to qualify for a partial exemption.

Retail-based establishments include but ar
not limited to retailers such as:

restaurants, grocery stores, caterers, meat ang fish
markets; bakeries, candy, nut and confectionery
stores that process food products primarily [for
direct sale on the premises to consumers;
photographic studios; artists; tailors; establishments
that primarily perform fabricating or processing
on the property of others on a retail basis (such
services are taxable under Conn. Gen. Stat. g12-
407(2)(c) or (2)(9))-

e beyond the scope of the qualifying process;

1Y%

Qualifying computers include computers used
primarily (chiefly):
_ _ Example:
e in research and development for manufacturing, computers used to monitor the loading of the
processing or fabricating tangible personal property; packaged product into storage or delivery vehicles.

e in measuring or testing for manufacturing, 4 for testing or inspection for:
processing or fabricating tangible personal property;

and . efficiency surveys,

. . « management studies,
e at any stage of the manufacturing, processing or

fabricating processes from the time any raw « CONSUMEr SUrveys,
materials are received to the time the productis . other market research, advertising |or

ready for delivery or storage, including overpacking promotional activities, or
and crating. . research in connection with literary, histori¢al
Non-qualifying computers include but are not or similar projects.
limited to computers used primarily (chiefly):
e inadministration; SOFTWARE
e ingeneral management; The sale, lease, rental, or licensing of cannegl or
e insales; prewritten software is subject to tax as the sale¢ of
e inany other activity not constituting manufacturing, tangible personal property. Custom and custom|zed
processing or fabricating; software is subject to tax as the sale of comppter

services. However, software may qualify for a full or
partial exemption under Conn. Gen. Stat.
812-412(34), 812-412(73) or 812-412i as a compopent
_ _ part of qualifying machinery and equipment or|as
- as a retailer of tangible personal property, computer services purchased in connection With

which manufactures, processes or fabricatesyalifying machinery and equipment.
tangible personal property as an incidental part

of its business;

e in retail-based manufacturing, processing or
fabricating, which includes any establishment
primarily engaged in business:
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CANNED SOFTWARE e canned software used at any stage of
manufacturing, processing or fabricating from the
time any raw materials are received to the time
the product is ready for delivery or storage,
including overpacking and crating.

Canned or prewritten softwareis software produced
for a general class of users, transferable to other users
with little, if any, modification.

Full Exemption Canned software installed in a computer that is not
directly linked to machinery used in actual production

Canned software is eomponent or enhancement qualifies for a partial exemption.

part of machinery used directly in the manufacturing
production process. Therefore, manufacturers May. ;sTOM AND CUSTOMIZED SOETWARE
purchase canned software exempt from tax under

Conn. Gen. Stat. 812-412(3dhether or not such  Custom software is software uniquely created for
canned software is purchased from the same vendan individual user or an individual system.
andwhether or not it is purchased in theame
transaction with qualifying machinery on which such
software is to be used.

Customized softwareis software that is modified,
customized, adapted or otherwise changed for a
particular user or system resulting in software that has
Under Conn. Gen. Stat. 812-412(73), a manufacturerhbeen customized to such a degree that it bears little
or a person who assembles component parts on behaksemblance to any but the most basic functions of the
of a manufacturer, may purchase canned software gsrewritten software on which it was based.

a component part of qualifying machinery for assembly.

into or onto an existing machine if the machine has no'Erhe development or creation of custom computer

yet been put into actual production. Under this Samesoftware Is subject to tax as a computer service. The

exemption, a manufacturer, or a person who assemblecsust.omization of canned computer s_oftware is also
component parts on behalf of a manufacturer, ma _ubjegt to tax as a computer service. However,
purchase canned software and other component par gensing fees, if they are fqr the mere use and
to be assembled in creating a new machine that will bg ossession of custom or customized computer software,

used directly in a manufacturing production process.are hot subject to tax, provided such fees are stated

Canned software qualifies for this exemption only Whenseparately from taxable computer services.
purchased exclusively for assembly into or ontoCustom and customized software purchased in a
qualifying machinery before the machine is put into transaction separate from the machinery is treated as
actual production. the purchase of computer and data processing services
and the services involved in its creation are taxable at
the current rate for computer and data processing
Manufacturers, fabricators and processors mayservices. Manufacturing exemptions, both full and
purchase canned software partially exempt from taxpartial, apply only to tangible personal property.
as follows: Services purchased in a separate transaction from the
sale of tangible personal property are not eligible for
'any of the manufacturing exemptions.

Partial Exemption

e canned software used or required to control

regulate or operate machinery qualifying for a
artial exemption under the MRA,; .

P P ' Full Exemption

e canned software used in research and development

for manufacturing, processing or fabricating Qualifying manufacturers may purchase custom or
tangible personal property; customized computer software services fully exempt

Iunder Conn. Gen. Stat. §12-412(&ly when such
custom or customized software is purchased in the
same transaction and from tlsame vendor as
machinery used directly in the manufacturing production

e canned software used in measuring or testing fo
manufacturing, processing or fabricating tangible
personal property;
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process. Conn. Gen. Stat. §12-407(8) and §12-407(¢

provide thatsales priceandgross receiptsinclude For purchases made: Vb el
any services which are part of the sal€harges o
for computer and data processing services to create On or after July 1, 1997 5%
custom software or to customize software that are o
part of the sale of manufacturing machinery are Onorafter July 1, 1998 4%
included in the gross receipts or sales price of thq On or after July 1, 1999 304
machinery. Such charges are also included in the fu

exemption. On or after July 1, 2000 2%
Partial Exemption On or after July 1, 2001 1%
Manufacturers, fabrlcators. and processors ma On or after July 1, 2002 0%
purchase custom or customized computer softwar

partially exempbnly when such custom or customized

software is purchased in the same transaction and frorAPPLICABLE CERTIFICATES

the samevendor as machinery and equipment ) -~
qualifying for a partial exemption under the MRA. CERT-100, Materials, Tools and Fuel Certificat

Conn. Gen. Stat. §12-407(8) and §12-407(9) providecERT-109, Certificate of Partial Exemption fo

that sales priceand gross receiptsinclude any Machinery, Equipment, or Repair af
services which are part of the sal&Vhen charges Replacement Parts

for computer and data processing services to create

or customlge softwqre that are part of' the sale OfREFERENCES
manufacturing machinery are included in the gross

receipts or sales price of the machinery, such chargesonn. Gen. Stat. §12-412(34)

are also included in the partial exemption. Machinery used in manufacturing

Conn. Gen. Stat. §12-412(73)
COMPUTER AND DATA PROCESSING Component  parts  for assembly
SERVICES manufacturing machinery

_ _ . Conn. Gen. Stat. §12-412i
Computer and data processing services are subjectt0  p, ia| exemption for materials, tools, fue

tax under Conn. Gen. Stat. 812-407(2)(i)(A).
Computer and data processing services include, but
are not limited to: providing computer time, storing and
filing of information, retrieving or providing access to €onn. Agencies Regs. §12-412(34)-1

machinery and equipment used
manufacturing

information, designing, implementing or converting ~ Machinery used directly in a manufacturing

systems, computer consulting services, conducting Production process

feasibility studies, customizing canned software andsN 93(1.1) The Manufacturing Recovery Act

developing or creating custom computer software. 1992 — Exemption for Purchases of Prope
Manufacturers, fabricators and processors are yUsed in Manufacturing, Processing a

consumers of computer and data processing services Fapricating
and must pay tax on such services, except in those
limited instances described in ti@mputers and PS 98(3) Sales and Use Taxes on Comput

U

=

of

S,
in

of

rty
nd

er-

Software areas of this section. The tax on custom Related Services and Sales of Tangiple

and customized software services is being phased out. Personal Property

See the table below for the phase-out rate. AN 94(10.2) Rulings Related to Computer and
Data Processing Services Obsoleted by Court

Decisions

| IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors

43



Section VIII SUMMARY

Computers Canned Custom/Customized
Software Software
(Computer Services)
Full Partial Full Partial Full Partial
Exemption | Exemption |Exemption Exemption Hxemption EXemption
Available when | Available when | Available when | Available when | Available when | Available when
qualifying as qualifying as qualifying as qualifying as qualifying as qualifying as
machinery or machinery and | component component component component
component partsequipment or parts of parts of parts of parts of
(Conn. Gen. Stgt.component machinery machinery and | machinery machinery and
812-412(34)), | parts of (Conn. Gen. Statequipment only when equipment
and component| machinery and | §12-412(34)), | (Conn. Gen. Staft.purchased in thg only when
Manufacturer parts for equipment and component| §12-412i) same transactioppurchased in the
assembly into | (Conn. Gen. Stgt.parts for CERT-109 with machinery | same transactiof
production §12-412i) assembly into (Conn. Gen. Statwith machinery
machinery CERT-109 production §12-412(34)) and equipment
(Conn. Gen. Stgt. machinery CERT-101 (Conn. Gen. Stat|
§12-412(73)) (Conn. Gen. Stat. §12-412i)
CERT-101 §12-412(73)) CERT-109
CERT-101
Not available Available when | Not available Available when Not available Available when
qualifying as qualifying as qualifying as
machinery and component component
equipment or parts of parts of
component machinery and machinery and
parts of equipment equipment
machinery and (Conn. Gen. Staf. only when
Fabricator equipment §12-412i) purchased in the
(Conn. Gen. Stgt. CERT-109 same transaction
812-412i) with machinery
CERT-109 and equipment
(Conn. Gen. Statl
8§12-412i)
CERT-109
Not available Available when | Not available Available when Not available Available when
qualifying as qualifying as qualifying as
machinery and component component
equipment or parts of parts of
component machinery and machinery and
parts of equipment equipment
machinery and (Conn. Gen. Staft. only when
Processor equipment §12-412i) purchased in the
(Conn. Gen. Stat. CERT-109 same transaction
§12-412i) with machinery
CERT-109 and equipment

(Conn. Gen. Stat|.
§12-412i)
CERT-109
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SecTion I X — RESEARCH AND DEVELOPMENT

(Manufacturers, Fabricators and Processors)

Machinery, equipment, materials, tools and fuel usedjualifies for a partial exemption under the MRA
in research and development ac eligible for full machinery and equipment as long as the busineg
exemption from tax. However, machinery, equipment,conducting research and development of produc
materials, tools and fuels used in research andbe manufactured, fabricated or processed for sa

development may be eligible for partial tax exemptlon_l_0 qualify as equipment under the MRA part

under the MRA when purchased by manufacturers,exem tion. items used in qualifving research
fabricators or processors. btion, q ying

development activities must bessentialto the
Research and developmenteans an experimental activities. Equipment isssentialif the research an
or laboratory activity that has as its ultimate goal thedevelopment process cannot proceed without
development of: equipment. The fact that a piece of equipmen
e new products; required by law or by practical necessity does ng
itself render the item essential for purposes of

e new uses for existing products; or partial exemption.

e improvement of methods for producing products.

Research and development does include testing APPLICABLE CERTIFICATES
or inspection for quality control purposes, efficiency

surveys, management studies, consumer surveys @ ERT-108, Certificate of Partial Exemption
other market research, advertising or promotional  Materials, Tools, and Fuels

activities, or research for literary, historical or similar CERT-109, Certificate of Partial Exemption fo

projects. Machinery, Equipment, or Repair ar

Replacement Parts
PARTIAL EXEMPTION

Purchases of materials, tools and fuels that are useREFERENCES
or consumed in aimdustrial plant (see definition of Conn. Gen. Stat. §12-412i

Industrial plant, for purposes of MRA partial Partial exemption for materials, tools, fue

exemption, on pages 25 and 26), in any process . .
. . machinery and equipment used
preparatory to or related to manufacturing, processing .
manufacturing

or fabricating tangible personal property to be sold are
partially exempt from tax under the MRA. The partial Conn. Gen. Stat. §12-412(89)

exemption includes purchases of materials, tools and Machinery, equipment, tools, materials, suppli

fuels used in research and development. A business and fuel used in the biotechnology industry

solely engaged in research and development mayy 93(1.1) The Manufacturing Recovery Act
qualify as an industrial plant under the MRA aslong 1992 __ Exemption for Purchases of Prope
as the business is conducting research and development ;caq in Manufacturing, Processing

of products to be manufactured, fabricated or Fabricating

processed for sale. _
_ _ PS 98(8) Exemption from Sales and Use Taxes
Machinery and equipment purchased for researchand  |tems Used Directly in the Biotechnolo

development qualify for a partial exemption underthe  |ndustry
MRA. Unlike materials, tools and fuels which must

be used or consumed in an industrial plant, machinery

and equipment need not be used or consumed in an

industrial plant to qualify for partial exemption. A

business solely engaged in research and development

or
SS is
S to
e.

al
and
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=
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SecTion X — TESTING AND MEASURING

(Manufacturers, Fabricators and Processors)

Tools and machinery used for testing and measurindACHINERY
activities may qualify for a full exemption under Conn.

Gen. Stat. §12-412(18) and §12-412(34). Machinery
equipment, materials, tools and fuels used for testin

and measuring activities may qualify for a partial : .
g -~ y P the manufacturing production process to test (other

exemption under the MRA. However, only tangible than destructive testing) or to measure materials and
personal property is exempt under Conn. Gen. Stat, 9

§§12-412(18) and (34) and the MRA. Té@vices products being manufactured is exempt from tax.
of adjusting and calibrating equipme.nt or tools areMachinery used in destructive testing is machinery that

taxableas repair and maintenance services to tangible?easrpe%gZi do[jg::trr]c:));s Lhaﬁi fm?;?r;a:‘fjno(raf;fut%i b?l_'gg
personal property under Conn. Gen. Stat. 812- q y ption.

407(2)())(DD). Effective July 1, 1999, the services ofqualify for a full exe_mption, the measuring or
adjL(Js)t(i%(g a)nd calibratiné machinery used innondestructwe testing conducted during the

manufacturing are fully exempt from tax under Public man_ufactunng production process may be on elther a
Act 99-173, §27. continuous or random basis. For example, machinery

used in nondestructive testing for quality control
purposes before packaging the product qualifies for a
full exemption. However, machinery used in testing,

A full exemption from tax for machinery used in testing
and measuring is available only to qualifying
anufacturers. Machinery used exclusivetjuring

FULL EXEMPTION FOR TOOLS AND

MACHINERY measuring, weighing, inspecting and storing materials
prior to the start ofollowing the completion of the
TOOLS manufacturing production process does not qualify for

A full exemption from tax for tools used in testing and @ full exemption.

measuring is available only to qualifying A fyl| exemption isnot available for materials,

exemption, tools, including nondestructive testing gqtivities.

devices, must be used directly in an industrial plant to

check the performance or output (products) OfPARTIAL EXEMPTION FOR MACHINERY

machinery used directly in the actual fabrication or
manufacturing of finished products to be sold. ForEQUIPMENT’ MATERIALS, TOOLS AND

example, a tool used for nondestructive testing forFUELS

guality control purposes before packaging the product _ _ _ _
qualifies for a full exemption. Destructive testing A Partial exemption from tax for machinery, equipment,

devices include tools that damage or destroy thenaterials, tools and fuels used in testing and measuring
materials or products being tested and do not qualify$ @vailable to qualifying manufacturers, fabricators,
for a full exemption. Tools useatior to the start or Processors and qualifying independent contractors.
following the completion of the fabrication or Machinery andtools not qualifying for a full exemption,
manufacturing process do not qualify for full exemption. 8 Well as equipment, materials and fuels used in
For example, a tool used to inspect finished productgn€a@suring and testing, are eligible for a partial
when refabrication is not practicable does not qualify€xeémption under the MRA.

for a full exemption.
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Machinery and equipment used to measure and te APPLICABLE CERTIFICATES
with respect to manufacturing, processing or fabricating ) -~
goods are partially exempt. Materials, tools and fuels<CERT-100, Materials, Tools and Fuel Certificat

that are used or consumed in an industrial plant tqoERT-101, Machinery, Component  an
measure or test goods to be sold are partially exempt.  Replacement and Repair Parts of Machin

Measuring and testing that qualify for a partial Used Directly in a Manufacturing Process
exemption under the MRA include®oth

nondestructive and destructive measuring or testingCERT-108, Certificate of Partial Exemption
and the alignment and calibration of machinery, =~ Materials, Tools and Fuels

equipment and tools, for manufacturing, processing OCERT-109, Certificate of Partial Exemption fo

fabricating tangible personal property. Additionally, Machinery, Equipment, or Repair af
activities such as weighing and testing materials upon Replaceme’nt Parts ’

receipt qualify for a partial exemption.

An independent contractor performing the activities REFERENCES

of measuring and testing for manufacturers, processors

or fabricators may qualify to purchase machinery andconn. Gen. Stat. §12-412(18)
equipment partially exempt under the MRA.  Production materials
Independent contractors may also qualify for a partialconn. Gen. Stat. §12-412(34)
exemption for materials, tools and fuels if the activites ~ Machinery used in manufacturing
are conducted at andustrial plant. (See pages 25

and 26 for the definition of industrial plant.) Conn. Gen. Stat. 812-412i _
Partial exemption for materials, tools, fue

machinery and equipment used
manufacturing

Conn. Agencies Regs. §12-412(18)-1
Materials, tools and fuel used directly in
industrial plant in the actual fabrication ¢
finished products to be sold

Conn. Agencies Regs. §12-412(34)-1

Machinery used directly in a manufacturing

production process
Public Act 99-173, 8§27

SN 93(1.1) The Manufacturing Recovery Act
1992 — Exemption for Purchases of Prope
Used in Manufacturing, Processing a
Fabricating

U

o
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SecTion XI— AIR POLLUTION CONTROL AND WASTE TREATMENT

(Manufacturers, Fabricators and Processors)

In general, items of tangible personal property used ofConn. Gen. Stat. §12-412(22) provides a full exemption
consumed in air pollution control and waste treatmentfor:

facilities are subject to tax. However, Conn. Gen. Stat.
812-412(21) and §12-412(22) provide a full exemption
from tax for certain equipment and supplies, certified
as approved by the Department of Environmental
Protection (DEP), that are used or consumed in air
pollution control and waste treatment facilities.
Operators of air pollution control and waste treatment
facilities include but are not limited to manufacturers,
fabricators and processors. Such operators may
purchase approved air pollution control and waste
treatment equipment and supplies fully exempt from
tax.

Conn. Gen. Stat. 812-412(21) provides a full exemption

Personal property incorporated into or
consumed in air pollution control facilities.
Sales of and the storage, use or other
consumption of tangible personal property
or supplies acquired for incorporation into
or used and consumed in the operation of
facilities, the primary purpose of which is
the reduction, control or elimination of air
pollution, certified as approved for such
purpose by the commissioner of
environmental protection. Said
commissioner may certify to a portion of
such tangible personal property or supplies

for:

Personal property for incorporation into

or used in waste treatment facilities.Sales

of and the storage, use or other
consumption of tangible personal property
acquired for incorporation into or used and
consumed in the operation of facilities for
the treatment of industrial waste before the
discharge thereof into any waters of the
state or into any sewerage system emptying
into such waters, the primary purpose of
which is the reduction, control or
elimination of pollution of such waters,
certified as approved for such purpose by
the commissioner of environmental
protection. For the purposes of this
subdivision “industrial waste” means any
harmful thermal effect or any liquid,
gaseous or solid substance or combination
thereof resulting from any process of
industry, manufacture, trade or business or
from the development or recovery of any
natural resource.

acquired for incorporation in such facilities

to the extent that such portion shall have
as its primary purpose the reduction,
control or elimination of air pollution.

AIR POLLUTION CONTROL

A full exemption is available under Conn. Gen. Stat.
812-412(22) to manufacturers, processors, fabricators
or any business, for tangible personal property or
supplies incorporated into or used and consumed in
the operation of air pollution control facilities to reduce,
control or eliminate air pollution, if approved for this
purpose by the DEP.

The termair pollution control facility is not limited

to a building exclusively used for air pollution control.
Air pollution control facilities could be that portion of a
manufacturing plant used to control air pollution. The
term facility is defined as more of a process than a
place, the process being to reduce, control or eliminate
air pollution. Tangible personal property or supplies
that are incorporated into or used and consumed in the
operation of an air pollution control facility must be
approved by the DEP to qualify for a full exemption
from tax.
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PREAPPROVED EQUIPMENT AND
CONSUMABLES

The following items of air pollution control equipment
and consumables have begreapproved by the
DEP for use in air pollution control facilities and qualify
for a full exemption from tax:

Activated Carbon Adsorption or Carbon Adsorbers

Ammonia

Bags

Breakaway Couplings *

Catalysts

Catalytic Afterburner with or without Heat Exchanger

Centrifugal Collector

Coaxial Hose *

Combustion Modification to meet NOx RACT

Control Equipment to meet CTGS, RACT or
other Regulatory Requirements

Cyclone, including Multiple Cyclone

Desulfurization

Direct Flame Afterburner

Dry Limestone Injection

Electrostatic Precipitator

Fabric Filter

Flares

Flue Gas Recirculation

Gas Scrubber

Gravity Collector

Limestone

Mist Eliminator

Nitrogen Blanket

Reagents - i.e., lime, carbon, etc.

Reagent Scrubbing Processes

Refrigerated Condensers

Retrofit Kit *

Selective Catalytic or Non-Catalytic Reduction

Spray Booth Filters

Staged Combustion

Steam or Water Injection, Water Sprays

Thermal Afterburner with or without HX

Tray - Type Gas Adsorbtion Column

Ultrasonic Water Sprays

Urea

Vapor Lock Balance Recovery System *

Vapor Recovery Nozzle *

Vapor Recovery System (including condensers) *

Vapor Return Piping *

Water Wash

Wet Electrostatic Precipitators

Wet Scrubber or Adsorber, e.g., Venturi, etc.
Whip Hose *

* Stage Il Vapor Recovery Equipment

See PS 99(2)Tax Exemptions for Certain Alr
Control Pollution Equipmentfor more information

on sales and use taxes exemptions, as well as muricipal

property tax exemptions, for air pollution contfol
equipment.
The DEP must approve, in writing, items not listed
above as preapproved. Call the Engineering|and
Technical Services Division of the DEPAIr
Management Bureauat (860) 424-4152 to obtain
written approval, or write to:

Director of Engineering and Enforcement

Bureau of Air Management

Connecticut Department of Environmentall

Protection

79 EIm Street

Hartford, CT 06106-5127
To claim an exemption for preapproved qualifying air

pollution control items, present the retailer of the itg
with a properly completeGERT-117, Certificate for
Purchases of Tangible Personal Propefty
Incorporated Into or Consumed in Air Pollutign
Control Facilities Attach a copy of the writtep
approval from the DEP if the item is not on the
preapproved list.

ms
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WASTE TREATMENT

Electrolytic Recovery Systems
Equalization Tanks

A full exemption from tax is available to operators of Evaporators

waste treatment facilities including but not limited to gjow Meters and Recorders
manufacturers, processors and fabricators, for tangiblg;ravity Clarifiers

personal property incorporated into or used andgjt Separators

consumed in the operation of facilities for the treatmentyyg 5 Exchangers

of industrial waste before the discharge into any watergyexavalent Chromium Reduction Systems
of the state or into any sewerage system emptyinggn, Exchange Equipment and Materials
into such waters to reduce, control or eliminate poIIutionLiquid Level Sensing Devices and Alarms
of such waters, if approved for this purpose by theyjembrane Filtration Systems

DEP.

The termwaste treatment facility is not limited to a

Metals Precipitation Systems
Mixers and Agitators

building exclusively used for waste treatment. A wasteNeutralization Tanks and Systems

treatment facility could be that portion of a

Oil/Water Separators

manufacturing plant used to treat industrial waste©lly Waste Demulsification Chemicals

before discharge into Connecticut waters. The term (Sulfuric acid, calcium chioride, etc.)

facility is defined more as a process than a place, th@ily Waste Demulsification Systems

process being to reduce, control or eliminate pollutionORP Meters

of Connecticut waters. Tangible personal property oOXidizing Agents .

supplies that are incorporated into or used and (Calcium hypochlorite, chlorine gas, etc.)
consumed in the operation of a waste treatment faciliy?H Adjustment Chemicals (lime, caustic, acid, etc.)
must be approved by the DEP to qualify for a full PH Adjustment Systems

exemption.

PREAPPROVED EQUIPMENT AND
CONSUMABLES

The following items of water pollution control equipment
and consumables have bgeaapprovedby the DEP
for use in water pollution control facilities and qualify
for a full exemption from tax:

Activated Carbon Filters
Air Stripping/Off Gas Treatment Systems
Ammonia Removal Systems
Bag and Strainer Filters
Biological Wastewater Treatment Systems
(Activated Sludge, Trickling Filters, RBCs, etc.)
Chemical Feed and Storage Tanks
Color Removal Systems for Waste Water
Cyanide Destruction Systems
Dechlorination Chemicals
(sulfur dioxide, sodium sulfite, etc.)
Dechlorination Equipment
Defoamers
Diffusers
Disinfection Chemicals
(chlorine, bromine, ozone, etc.)
Disinfection Systems (oxidation, ultra-violet)
Dissolved Air Flotation Systems

pH Meters and Recorders

Phase Separation Systems

Phosphorous Removal Equipment and Chemicals

Recycling Systems for Non-Contact Cooling Water

Reducing Agents (sodium metabisulfate, sulfur dioxide,
ferrous sulfate, etc.)

Reverse Osmosis Systems for Waste Water Reuse
or Discharge

Sand and Multimedia Filters

Settling and Flocculating Agents
(alum, lime, ferric chloride, polymers, etc.)

Settling Tanks and Sedimentation Basins

Sludge Collection and Conveyance Systems

Sludge Dewatering Devices and Conditioning
Chemicals

Sludge Handling and Storage Facilities Used Solely
for Sludge (tanks, pumps, agitators, etc.)

Sludge Incinerators and Composting Facilities

Sludge Stabilization and Conditioning Systems
(anaerobic digestion, heat treatment, etc.)

Spill Control Equipment and Structures including only:
Underground Seepage Protection, Cathodic
Protection of Underground Tanks, Leak Detection
Equipment, Liquid Level Sensing Devices, Automatic
Solenoid Valves, Alarms, Collisions Protection,
Diversionary Structures, Dikes, Berms, Retention
Basins and Slick Booms
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Temperature Meters and Recorders LABOR AND SERVICES

Wastewater Analysis Equipment ] _ _

Wastewater Collection and Conveyance Systems fol '€ exemptions described above apply only to tangible
process wastewater* and blowdown from heatingP€rsonal property. Services to existing industiial,
and cooling equipment, where minor inputs of sanitarycommercial and income producing real property jare

in the voluntary evaluation, treatment, containment, or

* As defined in Conn. Agencies Regs. §22a-430-3,removal of hazardous waste or other contaminanfs of
this definition does not include stormwater. air, water or soil. Therefore, services to existing feal

See PS 99(3)Tax Exemptions for Certain Water property involving air pollution control and waste
Pollution Control Equipmentior more information treatment facilities, such as the installation of apprqved

on sales and use taxes exemptions and municipéa[lrpollutlon control or waste treatment equipment|are

property tax exemptions for water pollution control not subject to tax. Likewise, environmental consulfing
services are not subject to tax. SPe99(19) A

Guide to Connecticut Sales and Use Taxes|for
The DEP must approve, in writing, items not listed Building Contractorsfor more information
above as preapproved. Call the Permitting,

Enforcement and Remediation Division of DEP’s APPLICABLE CERTIFICATES
Bureau of Water Managementat (860) 424-3848

equipment.

to obtain written approval , or write to: CERT-117, Certificate for Purchases of Tangibje
Personal Property Incorporated Into qr
Bureau of Water Management Consumed in Air Pollution Control Facilities

FEliing, EREEHmsi S MemnEelHie) CERT-124, Certificate for Purchase of Tangible

Dision Personal Property Incorporated Into Qqr
Connecticut Department of Environmentall -roperty TP
Protection Consumed in Water Pollution Control Facilitiés
79 Elm Street
Hartford, CT 06106-5127 REFERENCES

Conn. Gen. Stat. §12-412(21)
Personal property for incorporation into g
used in waste treatment facilities

To claim an exemption for preapproved qualifying water
pollution control items, present the retailer of the items
with a properly completeGERT-124, Certificate for

Purchases of Tangible Personal Property COnn. Gen. Stat. §12-412(22) _
Incorporated Into or Consumed in Water Pollution Personal property incorporated into qr

=

Control Facilities Attach a copy of the written consumed in air pollution control facilities
approval from DEP if the item is not on the preapprovedconn. Gen. Stat. §12-407(2)
list. Definitions

PS 99(2) Tax Exemptions for Certain Air Pollutign
Control Equipment

PS 99(3) Tax Exemptions for Certain Water
Pollution Control Equipment

IP 99(19) A Guide to Connecticut Sales and Use
Taxes for Building Contractors

| IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors
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SecTion XII — CONTAINERS AND PACKAGING MATERIALS

(Manufacturers, Fabricators and Processors)

The purchase of containers and packaging material§Vhen a manufacturer does not pack and ship its own
is subject to tax. However, certain containers andproducts, the manufacturer may contract with a third
packaging materials are exempt under Conn. Gen. Staparty such as a packer, shipper or fulfillment house to
812-412(14). Manufacturers, fabricators, processorpack and ship the products. In this case, the
or any business can purchase qualifying containers anghanufacturer may purchase qualifying nonreturnable
packaging materials fully exempt from tax. containers and packaging materials exempt from tax.

Conn. Gen. Stat. §12-412(14) states in part that taxA manufacturer may purchase qualifying nonreturnable
does not apply to the sale of and the storage, use aontainers, including parts of containers and packing
other consumption of: and shipping materials used with qualifying
nonreturnable containers, exempt from tax by issuing
to the seller (or packer) a complet€dbnnecticut
Sales and Use Tax Resale Certificate

Containers. (A) Nonreturnable containers
... when sold without the contents to persons
who place the contents in the container and

sell the contents together with the
container... RETURNABLE CONTAINERS

Returnable containers are subject to t&eturnable
NONRETURNABLE CONTAINERS AND containersare containers customarily returned to the
PACKAGING MATERIALS seller by the buyer of the contents of the container, for

_ _ reuse by the seller, including containers for which a
Certain nonreturnable empty containers and parts anposit has been taken

the containers, including packing and shipping materials,

may be purchased fully exempt from tax by any Returnable containerdo not include nonrefillable
business. A business can purchase containers fullpeverage containers. Therefore, a beverage container
exempt onlywvhenall the following apply. The container that is not designed to be refilled and reused in its
must be: original shape may be purchased on a resale basis
provided the manufacturer purchases the container

nonreturnable; I . o
* empty, fills it and sells the container with its contents.

e purchased without its contents; Such a container is not treated as a taxable “returnable
e the contents placed in the container by thecontainer,” even thoughitis returnable for deposit under
purchaser; and the “bottle bill.”

 the contents sold together with the container.  Example:

Areturnable soda can

Exempt nonreturnable containers and parts of the
P P A returnable plastic soda bottle

containers(such as packing and shipping materials),

providedall the above conditions are met, include but
are not limited to: APPLICABLE CERTIFICATES

cones, crates, cylinders, drums, excelsior and other

packing and crating material used as cushioning oREFERENCES

padding inside containers to protect fragile articles,

gummed tape, kegs, descriptive labels, labels othepong' Gte_n. Stat. §12-412(14)

than shipping labels, lumber, pallets, sacks, shrink ontainers
wrap, spools, strapping, tubes, twine and wrappingPs 94(1) Purchases of Containers and Packaging
paper. Material by Packers, Shippers and Fulfillment

Shipping labels, security labels, tags or devices, and Houses

price tags daot qualify for an exemption and are
therefore taxable.

IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors I
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SecTioN XIII — INDUSTRIES WITH SPECIFIC STATUTORY
EXEMPTIONS

While the following industries may qualify for a fullor COMMERCIAL PRINTERS

partial exemption under Conn. Gen. Stat. §12-412(18)C il orint I ; K
8§12-412(34) and 812-412i, these industries are also ommercial printers generally perform work on a

afforded by statute full exemptions from tax on or custom basis, but may also in some cases se

purchases of certain items product themselves. Commercial printers are acti

' and primarily in the business of printing, as descri

in Group Nos. 275 through 279 of the Stand

PRINTERS Industrial Classification Manual, Office of Managem
Conn. Gen. Stat. §12-412(71) provides a full exemptior@nd Budget (1987) (*SIC Manual”).

for: Commercial printers include, but are not limited tg

Machinery, equipment, tools, materials those engaged in the following processes as a tra

and supplies used in commercial printing. business:
Sales of and the storage, use or other
consumption of machinery, equipment,
tools, materials and supplies used o offset printing

predominantly in the production of printed e photo-offset printing
material by a commercial printer or , ,
publisher For purposes of this subsection, photollthog.raphlng _ )

“the production of printed material” is e gravure (circulars, telephone directories, etc.

defined to include all processes necessary e printing of manifold business forms

to convert manuscript copy into printed e screen printing on glass, plastics, paper or m¢
material, including but not limited to, L .
printing of greeting cards

layout, color separation and typesetting.
printing of blankbooks

printing of looseleaf binders
e book binding
e typesetting

lithographing (maps, posters, wrappers, etc.)

[}
Conn. Gen. Stat. 8§12-412(72) provides a full exemption.
for:

Machinery, equipment, tools, materials
and supplies for typesetting, color

separation, finished copy, or similar e platemaking
products. Sales of and the storage, use or _ ) ) ) o
other consumption of machinery, Establishments primarily engaged in providi

equipment, tools, materials and supplies  Photocopying services anet “commercial printers.’
used predominantly in the production of Also, print s_hops such as m-hous_e print shops t_hz
typesetting, color separation, finished copy not sell their product are not actively engaged in

with type proofs and art work or similar business of printing and do not qualify for this

content mounted for photomechanical exemption.
reproduction, or other similar products to

be sold for use in the production of printed

materials.

For these two exemptionmedominantly means more
than 50%.
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PUBLISHERS

APPLICABLE CERTIFICATE

Publishers are primarily engaged in the business oEERT-120, Certificate for Machinery, Equipment,

preparing and distributing, whether by sale or otherwise,
books, periodicals, newspapers and other printed
materials, including but not limited to items listed in
Industry Group Nos. 271 through 274 of the SIC

Tools, Materials and Supplies Used in the
Production of Printed Materials or in Prepress
Production

Manual, but excluding items specifically listed

elsewhere in the SIC Manual. Publishers may havdVIETAL CASTING FOUNDRIES AND
in-house printing facilities or they may use independenPATTERN SHOPS

contractors to do the actual printing of the material
being published.

PREPRESS PRODUCTION

Prepress production includes the production of
typesetting, color separation, finished copy with type
proofs and art work or similar content mounted for

photomechanical reproduction, or other similar products

Conn. Gen. Stat. 812-412(65) provides a full exemption
for:

Molds, dies, patterns and sand handling
equipment for metal casting foundries.
The purchase and sale by metal casting
foundries of molds, dies, patterns and sand
handling equipment.

to be sold for use in the production of printed materials.Conn. Gen. Stat. §12-412(66) provides a full exemption

for:

EXEMPTION FOR PURCHASES BY
COMMERCIAL PRINTERS AND
PUBLISHERS

Qualifying commercial printers and publishers can
purchase machinery, equipment, tools, materials and
supplies used predominantly in the production of printed
material exempt from tax by issuing a properly
completedCERT-120, Certificate for Machinery,
Equipment, Tools, Materials and Supplies Used in

Molds, dies and patterns for pattern shops
and metal casting foundries. The sale by
pattern shops of molds, dies and patterns
to metal casting foundries or their
customers for use in such foundries, and
the purchase and use of such items by
pattern shops in connection with any such
sales.

the Production of Printed Materials or in Prepress AppLICABLE CERTIFICATE

Production,to the vendor.

CERT-100, Materials, Tools and Fuel Certificate

The production of printed material includes all
processes necessary to convert manuscript copy intd
printed material, including but not limited to layout, color
separation, typesetting and plate making. The
production of printed material also includes the press
or printing stage and bindery process. Activities
occurring after the completion of the process, such
as sorting, handling, casing, loading, addressing or
delivering printed materials, are taxable.

SeePS 95(4) Purchases of Machinery, Equipment,
Tools, Materials and Supplies by Commercial
Printers and Publisherdor detailed information
regarding the taxability of purchases of machinery,
component parts, software, equipment, tools, materials
and supplies by commercial printers and publishers.

The purchaser must attach a statement to
CERT-100 that the purchaser is claiming an
exemption under Conn. Gen. Stat. §12-412(65) or
812-412(66), as applicable.
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AIRCRAFT MANUFACTURING, REPAIR
AND OVERHAUL

Conn. Gen. Stat. 812-412(76) provides a full exemption

for:

Aircraft repair or replacement parts. Sales
of and the storage, use or other
consumption of repair or replacement parts
exclusively for use (A)(i) in aircraft owned
or leased by a certificated air carrier or
(i) in aircraft having a maximum
certificated takeoff weight of six thousand
pounds or more or (B) in the significant
overhauling or rebuilding of aircraft or
aircraft parts or components on a factory
basis.

Conn. Gen. Stat.8§12-412(77) provides a full exemption

for:

Aircraft repair services. Sales of aircraft
repair services when such services are
rendered in connection with (A)(i) aircraft
owned or leased by a certificated air carrier
or (ii) aircraft having a maximum
certificated takeoff weight of six thousand
pounds or more or (B) with the significant
overhauling or rebuilding of aircraft or
aircraft parts or components on a factory
basis.

Conn. Gen. Stat.812-412(78) provides a full exemption

for:

Materials, tools, fuel, machinery and
equipment in an aircraft manufacturing
facility. On or after July 1, 1993, sales of
and the storage, use or other consumption
by an aircraft manufacturer operating an
aircraft manufacturing facility in this state
of materials, tools, fuel, machinery and
equipment used in such facility. For the
purposes of this subsection, (A) “machinery
and equipment” means tangible personal
property (i) which is installed in an aircraft
manufacturing facility operated by an
aircraft manufacturer and (ii) the
predominant use of which is for the
manufacturing of aircraft or aircraft parts
or components or for the significant

overhauling or rebuilding of aircraft or

aircraft parts or components on a factory
basis and (B) “aircraft manufacturing

facility” means that portion of a plant,

building or other real property improvement
used for the manufacturing of aircraft or
aircraft parts or components or for the
significant overhauling or rebuilding of
aircraft or aircraft parts or components on
a factory basis.

SeeSN 93(23) Aircraft Manufacturing, Repair ang
Overhaul) for additional information.

APPLICABLE CERTIFICATES

CERT-110, Aircraft Repair Services Certificate
Aircraft Repair and Replacement Pant
Certificate

14

Materials, Tools and Fuel Used by an Aircr
Manufacturer Operating
Manufacturing Facility

CERT-111, Certificate For Machinery, Equipmer£

an Aircra

OPTICAL LENS FABRICATION

Conn. Gen. Stat. 812-412(81) provides a full exempt
for:

Machinery, equipment, tools and
materials used in fabricating optical
lenses. Sales of and the storage, use or
consumption of machinery, equipment, tools
and materials used exclusively in the
fabrication of optical lenses.

Retail-based establishments that fabricate opdi
lenses, including eyeglass lenses, on their premises
purchase their machinery, equipment, tools
materials to be used exclusively in the fabrication
optical lenses exempt from tax.

APPLICABLE CERTIFICATE

ft
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No certificate currently exists. To claim an exemption

the purchaser must present a statement to the §
certifying under penalty of false statement that |t
purchaser is claiming an exemption under Conn. ¢
Stat. §12-412(81).
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COMMERCIAL PHOTOGRAPHIC FILM
PROCESSING

for:

Commercial photographic film and paper
processing materials. Sales of and the
storage, use or consumption of machinery,
equipment, tools and materials used
exclusively in the commercial processing of
photographic film and paper.

commercial photographers or photographic studios.

APPLICABLE CERTIFICATE

No certificate currently exists. To claim exemption

§12-412(88).

BIOTECHNOLOGY INDUSTRY

for:

Sales of and the storage, use or other
consumption of machinery, equipment,
tools, materials, supplies and fuel used
directly in the biotechnology industry. For
the purposes of this subsection,
"biotechnology" means the application of
technologies, such as recombinant DNA
techniques, biochemistry, molecular and
cellular biology, genetics and genetic
engineering, biological cell fusion
techniques, and new bioprocesses, using
living organisms, or parts of organisms, to
produce or modify products, to improve
plants or animals, to develop
microorganisms for specific uses, to identify
targets for small molecule pharmaceutical
development, to transform biological
systems into useful processes and products
or to develop microorganisms for specific
uses.

SeePS 98(8) Exemption from Sales and Use Taxes
for Items Used Directly in the Biotechnology
Industry, for additional information.

Conn. Gen. Stat. 8§12-412(88) provides full exemption

This does not apply to equipment generally regarded
as photocoping machinery or to items used by~q1n Gen. Stat. §12-412(71)

APPLICABLE CERTIFICATE

CERT-129, Exemption for Items Used Directly in
the Biotechnology Industry

REFERENCES

Conn. Gen. Stat. §12-412(65)
Molds, dies, patterns and sand handling
equipment for metal casting foundries

Conn. Gen. Stat. §12-412(66)
Molds, dies and patterns for pattern shops and
metal casting foundries

Machinery, equipment, tools, materials and
supplies used in commercial printing

Conn. Gen. Stat. §12-412(72)
Machinery, equipment, tools, materials and

the purchaser must present a statement to the seller gsypplies for typesetting, color separation,
certifying under penalty of false statement that the
purchaser is claiming exemption under Conn. Gen. Stat,

finished copy, or similar products

Conn. Gen. Stat. §12-412(76)
Aircraft repair or replacement parts

Conn. Gen. Stat. §12-412(77)
Aircraft repair services

Conn. Gen. Stat. §12-412(89) provides full exemption~q1, Gen. Stat. §12-412(78)

Materials, tools, fuel, machinery and equipment
in an aircraft manufacturing facility

Conn. Gen. Stat. §12-412(81)
Machinery, equipment, tools and materials used
in fabricating opticallenses

Conn. Gen. Stat. §12-412(88)
Commercial photographic film and paper
processing materials

Conn. Gen. Stat. §12-412(89)
Machinery, equipment, tools, materials, supplies
and fuel used in the biotechnology industry

PS 95(4) Purchases of Machinery, Equipment, Tools,
Materials and Supplies by Commercial Printers and
Publishers

PS 98(8) Exemption from Sales and Use Taxes for
Items Used Directly in the Biotechnology
Industry

SN 93(23)Aircraft Manufacturing, Repair and
Overhaul
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SecTion XIV — SALES AND CERTIFICATES

(Manufacturers, Fabricators and Processors)

The sales tax is imposed on retailers for the privileges
of doing business in the State of Connecticut.e
Manufacturers, fabricators and processors making,
sales in this state must hold a veidles and Use Tax
Permit. Connecticut’s sales tax rate is §#th certain .
exceptions) and applies to the retail sale, lease or rental
of goods and most taxable services (the sales tax on
computer and data processing services is being phas&d
out; see the table on page 47). If the business is not
registered with the Department as a seller of goods, i?
must completd~orm REG-1, Application for Tax
Registration Numbemvhich is available from the
Department's Formbnit. As a seller of goods or e
taxable services in Connecticut, a business is required
by law to charge and collect the Connecticut sales
tax. °

SALES OF GOODS

In general, all sales, leases and rentals of goods in
Connecticut are subject to tax except sales specifically
exempted from tax by statute and sales made for resale.

SALES OF SERVICES

Services are subject to tax only if they are specifically
enumerated as taxable by statute. Charges for the
following commonly used services that may be sold or
purchased by your business are taxable, except when
rendered by an employee for his or her employer. Th%
list is not all inclusive; for an extensive list of taxable
services, refer to Conn. Gen. Stat. §12-407(2), or’
contact the Department's Taxpayer Services Division?

e advertising or public relations services including ¢
layout, art direction, graphic design, mechanical ®
preparation or production supervision, not related
to the development of media advertising or not®
related to the development of cooperative direct
mail advertising;

e business analysis, management, manageme
consulting and public relations services;

at a reduced rate; see the table on page 47);
e creditinformation and reporting services;

personnel services;

SALES PRICE

nIthe sales price of goods or taxable services is
_ , total cost paid by the purchaser to a seller, inclugling
e computer and data processing services (taxabl%my charges by the seller to the purchaser for ship
or delivery. However, sales price does not include
cash discounts taken at the time of sale or ¢
e employment agencies and agencies providingpayment discounts.

janitorial services;

landscaping and horticulture services;
lobbying or consulting services;
locksmith services;

maintenance services to real property;
motor vehicle repair services;

private investigation, protection, patrol wot
watchman and armored car services;
repair services to electrical or electronic devic
except calibration services exempted by Public
99-173, 827,

repair or maintenance services to tangible pers
property, except calibration services exempte
Public Act 99-173, 8§27;

services to industrial, commercial and incor
producing real property, including but not limit
to management, electrical, plumbing, painti

Kk,
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carpentry, structural inspection and refuse remg
Services to industrial, commercial or inco

val.
e_

producing real property do not include serviges
rendered in the voluntary evaluation, prevention,
treatment, containment or removal of hazardpus
waste or other contaminants of air, water or goil.

Income-producing property does not incl
property used exclusively for residential purpo
in which the owner resides and which containg
more than three dwelling units, or a housing fac
for low and moderate income families;

sign painting and lettering services;
stenographic services;
telecommunications services;
telephone answering services;

warranty and service contracts for any item
tangible personal property;
window cleaning services.
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SHIPPING OR DELIVERY CHARGES

SeePS 96(2) The Treatment of Early Payment
Discounts,for more information on early payment

Charges for shipping or delivery by a seller connectedjiscounts.

with the sale of taxable goods or services are subject

to tax regardless of whether the charges are separately
stated in a written contract or whether the shipping oEXEMPTION CERTIFICATES

delivery is provided by the seller or a third party.

Some sales made by a business are exempt because

In some instances, one charge for shipping or deliveryhe goods or services being sold are statutorily exempt
applies to both taxable and nontaxable goods. Tar excluded from tax. Other sales are exempt because
calculate the portion of the charge that is subject tahe purchaser is an organization that is exempt by
tax, the purchaser may prorate the charge, using thstatute from paying tax on certain purchases of taxable
same measure used to determine the shipping charggods and services.

(for example, weight or sales price).

Example 1:

A delivery fee of $100 is charged for shipment of 150
Ibs. of taxable and nontaxable goods ($.67 per Ib.).
The taxable goods weigh 80 Ibs. The portion of the
delivery charge attributed to the delivery of the taxable
goods is $53.60 (80 Ibs. x $.67 per Ib.). Therefore,
only $53.60 of the $100 delivery fee is included in the
sales price subject to tax.

Example 2:

A delivery fee of $30 is charged for shipment of $200 of
taxable and nontaxable merchandise ($.15 per dollar
value of merchandise). The cost of the taxable
merchandise is $120. The portion of the freight charge
attributed to the delivery of the taxable merchandise is
$18 ($120 x $.15). Therefore, only $18 of the $30 delivery
fee is included in the sales price subject to tax.

CASH DISCOUNTS

Cash discounts taken at the time of sale and early

A business that sells goods or services that are exempt
from tax must keep accurate records to support the
exemption or the business may be liable for payment
of the tax plus interest and penalty. Many, but not all,
exemptions require the use of a specific certificate
which must be completed by the purchaser and provided
to the seller. The seller and purchaser must keep the
exemption certificates for at least six years.

An exemption certificate may be issued for a single
exempt purchase and most may be used for a continuing
line of purchases of the same type provided the
certificate is marke®lanket Certificate. A blanket
certificate is usually valid for three years from the date
itis issued if during that time the exemption remains in
effect.

On certain certificates, the blanket period majelss
than the standard three year period.

payment discounts paid during the discount period ar(RESPONSBLE PARTIES

excluded from sales and use taxes.

Example:

A vendor offers a 2% discount from the sales price if
payment is made within 10 days. If the customer pays
(cash or credit) at the time of sale or within the early
payment discount period, tax is computed on the price
of the item less the 2% discount as follows:

Sales price $1000.00
Less 2% discount - 20.00
Adjusted sales price $980.00
Adjusted sales price $980.00

Apply 6% sales or use tax + 58.80

Total amount due $1038.80

Both the purchaser and seller have responsibilities when
issuing or accepting exemption certificates.

PURCHASER’'S RESPONSIBILITIES

The purchaser's responsibilities when issuing an
exemption certificate follow. The certificate must be:
e the appropriate exemption certificate;

o filled outin its entirety;

e signed by an owner or officer of the business;

e issued in good faith*

e maintained for at least six years along with records
that substantiate the information on the certificate.
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SELLER’'S RESPONSIBILITIES .

The seller's responsibilities when accepting an
exemption certificate follow. The certificate must be:

e the appropriate exemption certificate;

o filled outin its entirety; .
e signed by an owner or officer of the business;

e accepted in good faith*

e maintained for at least six years along with bills,
invoices or records of purchases made under the
certificate.

* Good faith. A purchaser should issue an exemption
certificateonly if it can claim in good faith that the
statements made on the certificate are true and
accurate. A seller should accept an exemption
certificateonly if it can accept in good faith that the
statements made by the purchaser are true and
accurate. If the seller has reason to believe that the
information on the certificate is incorrect and the seller
does not charge the tax, the seller is liable for payment
of the tax, plus penalty and interest. Likewise, a
purchaser who gives a false or fraudulent exemption
certificate is subject to the payment of the tax, plus'
penalties and interest, and may also be subject to civil
and criminal penalties.

Refer to the appropriate exemption certificate for
additional information and instructions.

STATUTORY EXEMPTIONS FOR SALES
OF GOODS

Most exemptions from tax are included under Conn.
Gen. Stat. 812-412. The following is a partial listing
of goods that are exempt by statute from tax. This list®
is not intended to be all-inclusive. It includes
exemptions that are specific to manufacturers,
fabricators and processors. Contact the Department's
Taxpayer Services Division for more information.

e Machinery used in manufacturing. Conn.
Gen. Stat. 812-412(34)See Section Il of this
guide for more information.) The purchaser must
completeCERT-101, Machinery, Component
Parts and Replacement and Repair Parts of
Machinery Used Directly in a Manufacturing
Process.

Production materials, tools and fuel. Conn.
Gen. Stat. 812-412(18)(See Section Ill o
this guide for more information.) The purcha
must complet€ERT-100, Materials, Tools anc
Fuel Certificate

Gas or electricity for residential use and
certain manufacturing, fabricating or
agricultural production. (See Section Il of thi
guide for more information.) A full exemption fro
tax on the first $150 in electric charges to a busi
for any month of service is also availabBonn.
Gen. Stat. 812-412(3)The purchaser mus
completeCERT-115, Certificate for Gas
Electricity and Heating Fuel Purchased f
Residential Use or for Use in Agricultur
Production, in the Fabrication of Finishe
Products to be Sold, or in an Industri
Manufacturing Plant

Water, steam and telegraph services whe
delivered to consumers through mains, lineg
pipes or bottles. Conn. Gen. Stat. §12-412(3
No certificate currently exists.

Fuel for heating purposes in residential
dwellings or in certain buildings used directly
in agricultural production, fabrication of a

finished product to be sold or an industrial
manufacturing plant. Conn. Gen.
§12-412(16) (See Section Il of this guide fg
more information.) The purchaser must comp
CERT-115, Certificate for Gas, Electricity an
Heating Fuel Purchased for Residential U
or for Use in Agricultural Production, in th
Fabrication of Finished Products to be So
or in an Industrial Manufacturing Plant

Partial exemption for machinery and
equipment used in manufacturing, fabricating
and processing. Conn. Gen. Stat.
(the MRA). (See Section IV of this guide f
more information.) The purchaser must comp
CERT-109, Certificate of Partial Exemption fg
Machinery, Equipment, or Repair af
Replacement Parts

Partial exemption for materials, tools and
fuels used in manufacturing, fabricating and
processing. Conn. Gen. Stat. 8§12-41ghe
MRA). (See Section V of this guide for mo
information.) The purchaser must compls
CERT-108, Certificate of Partial Exemptio
— Materials, Tools and Fuels.
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Component parts for the assembly of e
manufacturing machinery. Conn. Gen. Stat.
812-412(73) (See Section VI of this guide for
more information.) The purchaser must complete
CERT-101, Machinery, Component Parts and
Replacement and Repair Parts of Machinery
Used Directly in a Manufacturing Process.

Pollution control equipment used in the
operation of air pollution control facilities
approved by DEP. Conn. Gen. Stat.
812-412(22) (See Section XI of this guide for
more information.) The purchaser must complete
CERT-117, Certificate for Purchases of
Tangible Personal Property Incorporated Into e
or Consumed in Air Pollution Control Facilities

Waste treatment equipment used in the
operation of facilities for the treatment of
industrial waste that are approved by DEP.
Conn. Gen. Stat. 812-412(21)See Section e
Xl of this guide for more information.) The
purchaser must comple@ERT-124, Certificate

for Purchases of Tangible Personal Property
Incorporated Into or Consumed in Water
Pollution Control Facilities.

Machinery, equipment, tools, materials, and
supplies used in commercial printing. Conn.
Gen. Stat. 812-412(71) Machinery,
equipment, tools, materials and supplies for
typesetting, color separation, finished copy,
or similar products. Conn. Gen. Stat.
812-412(72) (See Section XllI of this guide for
more information.) SePS 95(4) Purchases of
Machinery, Equipment, Tools, Materials and
Supplies by Commercial Printers and
Publishers The purchaser must complete
CERT-120, Certificate for Machinery,
Equipment, Tools, Materials and Supplies Used
in the Production of Printed Material or in
Prepress Production.

Printed material manufactured for a purchaser

in Connecticut to be delivered for use outside
the state within 30 days following delivery.
Conn. Gen. Stat. 812-412(31fhe purchaser
must complete #&rinted Material Certificate
This certificate cannot be used as a blanket
certificate.

Commercial trucks, truck tractors, tractors,
semitrailers and vehicles used in combination
therewith that have a gross vehicle weight
rating in excess of 26,000 pounds or are
operated actively and exclusively for the
carriage of interstate freight pursuant to a
certificate or permit from the Interstate
Commerce Commission or its successor
agency. Conn. Gen. Stat. 812-4¥D). The
purchaser must completeCERT-105,
Commercial Motor Vehicle Purchased Within
Connecticut to be Used Exclusively in the
Carriage of Freight in Interstate Commerce.

Any item of clothing or protective equipment

worn by an employee for protection during

the course of the employee's employment.
Conn. Gen. Stat. §12-412(91}See Section lll
of this guide for more information.)

Machinery, equipment, tools, materials,
supplies and fuel directly in the biotechnology
industry. Conn. Gen. Stat. §12-412(89)See
Section XIII of this guide for more information.)
The purchaser must comple@ERT-129,
Exemption for Items Used Directly in the
Biotechnology Industry.

60

IP 99(18) Sales and Use Taxes Guide for Manufacturers, Fabricators and Processors I



SALE AND LEASEBACK TITLE PASSES IN CONNECTICUT
ARRANGEMENTS Out-of-state manufacturers, fabricators and proces

Public Act 99-173, §11 provides that, effective that do not have to re'gister'in annecticut lc_>ece
July 1, 1999, tax does not apply to the original sale of €Y @ré not engaged in business in Connecticut

SOrs
use
can

tangible personal property in a sale and leasebaclSSU€ @ Connecticut exemption certificate o
arrangement, if within 120 days from the original sale CONNecticut Sales and Use Tax Resale Certifi
the original purchaser sells or contracts to sell theVNeN making purchases in Connecticut for us

property to a retailer that will lease it back to the original '€S@l€. as applicable, outside of Connecticut, if all g
purchaser in a taxable lease. requirements of the exemption or resale certificatg

r a
cate
b or
ther

are

met. The purchaser may use the tax identification

number issued by the state in which it does busi

OUT-OF-STATE SALES AND when completing the certificate. If the purchaser
PURCHASERS no tax identification number because the home 4
does not have a sales tax, the federal identifica

TITLE PASSES OUTSIDE CONNECTICUT number should be provided. In addition, the purch
_ _ must attach to the applicable exemption or re

As previously stated, all sales of tangible personalgiificate a signed statement that the business

property and certain services are su.b'ject to ConnecticWot make sales in Connecticut and some proof, inclu
sales and use taxes, unless specifically exempted Q[ |gcation and telephone number, that the issu
excluded from tax by statute. All sellers of such engaged in business (for example, a business

property or services are liable for collection of salesyqchure or business stationery) as a manufact
tax unless an exemption or resale certificate is issuegspricator or Processor.

at the time of purchase to exempt the sale from tax.

However, sales of tangible personal property whereExample:

title passedutside the boundariesof the State of A Massachusetts manufacturer attends an auction in
Connecticutare not subject to Connecticut sales tax. Connecticut. The manufacturer purchases a machine
The seller may, however, be liable for collection of thethat qualifies for a full ex_emptlon under C_onn. Ge_n. Stat.
other jurisdiction's sales or use tax (if nexus is312-412(34) and will be used directly in the
established with that jurisdiction) or the purchaser m manufacturing production process at its industrial plant

. . . Win Massachusetts. To qualify for a full exemption on
be liable for a use tax in that jurisdiction, or the sellery,o purchase of machinery, the manufacturer issues a

may be required to collect Connecticut use tax if thecompleted CERT-101, Machinery, Component Parts
seller is located outside Connecticut and has neXUﬁndRep/acementandRepajrParts ofMachineryUsed
with Connecticut. The purchaser may also be liableDirectly in a Manufacturing Process, to the auctioneer.
for use tax in Connecticut if the purchaser intends toThe manufacturer includes a Massachusetts tax

use the property in Connecticut at the time of purchaseigentification number on the certificate and attaches a

and then so uses it. business card, a company brochure and a signed
statement on company letterhead that the business
does not make sales in Connecticut.
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"BUY CONNECTICUT" PROVISION If tangible personal property purchased under the "Buy
Connecticut" provision remains in Connecticut beyond
Conn. Gen. Stat. §12-408c allows taxpayersipree years from the date of its purchase and a refund
purchasing tangible personal property from Connecticulyas heen issued, the business that purchased the
retailers to obtain refunds of sales and use taxes paigroperty becomes liable for use tax on the purchase

or an exemption from sales and use taxes, where thgrice of the property as of three years after the date
property is eventually shipped out of Connecticut for o hyrchase.

exclusive use by the purchaser outside Connecticut.

Tangible personal property purchased from Connecticuk £ yNnD PROCEDURES

retailers may be either stored in Connecticut and

subsequently shipped out of Connecticut, or processedill claims for refund of taxes paid on tangible personal

fabricated or manufactured into, attached to orproperty purchased under the "Buy Connecticut”

incorporated into, other tangible personal property thaprovision during a calendar yearust be filed by

is subsequently shipped outside Connecticut. April 1 of the next calendar year. All refund claims
must be filed orForm AU-526, Sales and Use Tax

REFUND CLAIM REQUIREMENTS AND Refund Application for Purchases Made Under the

RESTRICTIONS "Buy Connecticut" Provision and must be

accompanied by supporting documentation. The

Pepartment requires that the taxpayer retain records

supporting refund claims, including but not limited to,

proof that the tax was paid, and shipping documents,

The provision is intended to apply only to businessesor six years from the date on which the claims were

and not to individuals other than sole proprietors offiled.

businesses or single-member limited liability companies.

The "Buy Connecticut” provision imposes certain
restrictions and requirements that taxpayers mus
satisfy in order to file claims for refunds.

To obtain refunds of use tax paid, a taxpayer mustgyy CONNECTICUT" EXEMPTION
purchase tangible personal property from a ConnecticCupgerMIT

retailer for use or consumption in its trade, occupation,

business or profession and must eventually ship théonn. Gen. Stat. §12-408c(b)(2) allows the
property outside of Connecticut by common or contractCommissioner, in his discretion, to issue permits to
carrier. Taxpayers are not allowed to transport tangibléaxpayers that enable the taxpayers to purchase
personal property purchased under this provision outangible personal property from Connecticut retailers
of Connecticut in their own vehicles or in vehicles €xempt from tax.

owned by the retailers of the property. As with the refund portion of the "Buy Connecticut"

The business must own the property at the time it igProvision, tangible personal property purchased with
shipped outside Connecticut, and must use the propert§n exemption permit may be stored in Connecticut for
exclusively outside Connecticut after shipment, for asup to three years from the date of its purchase. Any
long as it owns the property. The property must beuse of tangible personal property in Connecticut other

shipped out of Connecticut within three years from than storage or use in the course of being processed,
the date of its purchase. fabricated, manufactured, or incorporated into other

_ _ . tangible personal property subjects the property to use
Any use of tangible personal property in Connecticutyay op, its purchase price as of the date of such use. If

for Wh|ch a sa_les and use tax refund_has been 'Ssuel%ngible personal property purchased under the "Buy
prior to its shipment out of Connecticut, other than ¢,nnecticut provision remains in Connecticut beyond
storage or use, in the course of being processedy qq years from the date of its purchase and a refund

fabricated, manufactured, or incorporated into othely < been issued. the business that purchased the

tangible personal property, subjects the property 0 USg\ o herty hecomes liable for use tax on the purchase

tax on its purchase price as of the date of such Useyiice of the property as of three years after the date
Likewise, any use of tangible personal property by the purchase.

purchaser in Connecticatter its initial shipment out
of Connecticut subjects the property to use tax as of
the date of such use.
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Any taxpayer registered to pay Connecticut sales an&eeSN 98(10) The "Buy Connecticut” Provisiorl‘
use taxes that wishes to obtain a "Buy Connecticut'for more information.

permit must make application to the Commissioner of

Revenue Services. In deciding whether to issue DRGANIZATIONS WITH EXEMPTIONS

permit, the Commissioner may take into consideration

an applicant's history of compliance with sales and usé€rtain organizations and entities are entitled by st
taxes and other taxing statutes, including its payment0 make purchases without payment of takiese
and audit histories, and the nature of the taxpayer'§xemptorganizations include:

business. R

If the taxpayer's application is approved, the
Commissioner will issue the taxpayer a numbered
permit that will entitle the taxpayer to make exempt
purchases usin€ERT-132, Sales and Use Tax
Exemption for Purchases Under the "Buy
Connecticut" Provision. The permit is valid from
the date it is issued through the end of the calendar
year in which it was issued. The taxpayer must apply,
to the Commissioner for a new permit no later than
December 1.

The taxpayer must provideither a copy of its
exemption permit and a complet€ERT-132to a
retailer each time it makes a purchase, or issue the
retailer a blanket certificate for a continuing line of
exempt purchases. A blanket certificate remains in
effect from the date of the first purchase in the calendar
year until the end of the calendar year, unless the
taxpayer makes a written revocation before the
expiration of the period.

A taxpayer who has been issued an exemption permit
must submit a report with eaétorm OS-114 Sales

and Use Tax Returrthat the taxpayer is required to
file. Taxpayers who have made exempt purchases
must complete and subnStchedule OS-114A

Conn. Gen. Stat. 812-408c does not apply to tangible
personal property that becomes an ingredient or
component part of tangible personal property intended
to be sold as a finished product by the purchaser. That
property may be purchased exempt under Conn. Gen.
Stat. §12-412(18).

The "Buy Connecticut" provision also does not apply
to printed material that has been manufactured in
Connecticut to the special order of a purchaser and
which, within thirty days following delivery to the
purchaser, is to be delivered for use outside
Connecticut. That material may be purchased exempt
under Conn. Gen. Stat. §12-412(31).

The State of Connecticut, its political subdivisiq
(cities and towns) and Connecticut state
municipal agencies, including Connecticut pul
schools, may purchase goods and services ex
from tax by issuing &Governmental Agenc
Exemption Certificate.The exemption does n
apply to other states, their political subdivisions
agencies.

The United States government and its agen
and instrumentalities may purchase goods
services exempt from tax by issuing

atute

ns
hnd
lic
empt
y
Dt
L or

cies
and
a

Governmental Agency Exemption Certificdqte.

The exemption does not apply to forei
governments, their states, political subdivisiong
agencies.

Federally recognized Indian tribes with tribal lar
located within Connecticut and their enroll
members may purchase goods exempt from
for their exclusive use on their reservation
when the purchase takes place on their reserva
Presently these are only the Mashantucket Pe
and Mohegan Tribes. Services are exempt w
the benefit of the service, under Connecticut |
occurs on the reservation and the tribe of
enrolled member is the purchaser. The tribe g
enrolled member may purchase goods and ser
exempt from tax by issuindCERT-127,
Certificate for Exempt Purchases by
Enrolled Member or by the Tribal Governme
of the Mashantucket Pequot Tribe or Moheg
Tribe. Contractors providing goods or servig
for construction projects on the reservation n
issue CERT-128, Certificate for Exemp
Purchases by Contractors in Connection W
Construction Projects on the Mashantucl
Pequot or Mohegan Reservations.
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e Farmers that have been issueBoam OR-248, Retailers making sales in Connecticut may not accept
Connecticut Farmer Tax Exemption Perntit; a resale certificate or exemption certificate of another
DRS may purchase qualifying goods, but notstate furnished by the purchaser. DRS accepts the
services, used exclusively in agricultural production Multistate Tax Commissiondniform Sales and Use
by presenting a copy of the current year’s permitTax Certificate — Multijurisdictionas a valid resale
to the retailer. SePS 91(7.5), Procedures on certificate. This certificate is not valid as an exemption
Applying for a Farmer Tax ExemptioRPermit, certificate for any purpose other than as a resale
andIP 99(17) Farmer’s Guide to Sales and Use certificate.

Taxes, Motor Vehicle Fuels Tax and Estimated

. . A purchaser issuing &onnecticut Sales and Use
Income Taxfor more information P 9

Tax Resale Certificatto a seller must be a person or
e Fishermen that have been issued@m business who:
OR-256, Commercial Fisherman Exemption , . . . .
Permitby DRS may purchase qualifying goods to e isengaged in the business of selll_ng §uch tangible
be used directly in the fishing industry. Se8 personal property or taxable service; and
93(16)’ App”cation Procedures for a ® Wwas issued &ales and Use Tax Pernhjy DRS
Commercial Fisherman Exemption Perrfor or by a revenue agency of another jurisdiction;
more information. and
at the time of purchase, intends to resell the goods
or services without any use or change in the regular
course of business; or to resell the goods as an
integral or component part of a final product to be
sold; or resell services enumerated in Conn. Gen.
Stat. 812-407(2)(i) as an integral, inseparable

Organizationsand attaching a copy of the exempt ((::?)r:rﬁ)o(gi?]t g;r: gflzs ir(\)/ﬁg;(i)e numerated under
organization’s Connecticut tax exempt permit or ' ' ' '

the organization’s federal determination letter or Contractors purchasing materials for use in
group letter. construction projects (such as lumber, nails, etc.) may
not issue aSales and Use Tax Resale Certificate

e Qualifying nonprofit charitable, religious and ¢
educational organizations may purchase goods and
services for the exclusive use of the organization
exempt from tax by issuingCERT-119,
Certificate for Purchases of Tangible Personal
Property and Services by Qualifying Exempt

for these goods. Contractors are considered the
SALES FORRESALE consumersf materials andhust pay sales tax to the

Purchasers of goods or services who intend to resefféller at the time of purchase.

them or physically incorporate them into another p pysiness should accepSales and Use Tax Resale

product or service to be sold must issue either gcertificateonly if it can accept in good faith that the
Connecticut Sales and Use Tax Resale Certificateigtements made by the purchaser are true and

or the Multistate Tax Commissiont$niform Sales  gccyrate. A seller that has reason to believe the

and Use Tax Certificate — Multijurisdictioor pay  jnformation on the certificate is incorrect, and does
tax to the seller. A seller of goods or services Maynot charge the sales tax, may be held liable for payment
only accept a resale certificate from another retailer if5f the tax plus penalties and interest. Likewise, a
the certificate can be accepted in good faith. If thepurchaser who gives a false or fraudul8ates and
purchaser does not issue a resale certificate to thgge Tax Resale Certificatgill be held liable for
seller, tax must be coIIec':t'ed. Aselleneverrequired  payment of the tax, plus penalties and interest, and
to accept a resale certificate. also may be subject to civil and criminal penalties.

SeelP 93(4.2) Notice to Retailers Regarding Sales
and Use Tax Resale Certificatand IP 99(21),
Getting Started in Business: Understanding
Connecticut Taxe$or more information on thBales
and Use Tax Resale Certificate
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APPLICABLE CERTIFICATES AND CERT-128, Certificate for Exempt Purchases
FORMS Contractors in Connection with Constructi

Projects on the Mashantucket Pequot
Connecticut Sales and Use Tax Resale Certificate Mohegan Reservations

REG-1 Application for Tax Registration Number CERT-129, Exemption for Items Used Directly
CERT-100, Materials, Tools and Fuel Certificate the Biotechnology Industry

CERT-101, Machinery, Component Parts and
Replacement and Repair Parts of Machinery
Used Directly in a Manufacturing Process

the "Buy Connecticut" Provision

REFERENCES
CERT-108, Certificate of Partial Exemption —
Materials, Tools and Fuels Conn. Gen. Stat. §12-410

- _ _ Presumptions and resale certificates
CERT-109, Certificate of Partial Exemption for

Machinery, Equipment, or Repair and Conn. Gen. Stat. §12-407(2)
Replacement Parts Definitions

Conn. Gen. Stat. 812-408

CERT-115, Certificate for Exempt Purchases of o
The sales tax. Imposition and rate

Gas, Electricity and Heating Fuel Purchased
for Residential Use or for Use in Agricultural Conn. Gen. Stat. §12-408c

Py
DN
or

n

CERT-132, Sales and Use Tax Exemption Under

Production, in the Fabrication of Finished Refund of taxes for certain purchases in this
Products to be Sold, or in an Industrial state for sole use or consumption outside this
Manufacturing Plant state
CERT-117, Certificate for Purchases of Tangible IP 93(4.2) Notice to Retailers Regarding Salps
Personal Property Incorporated into or and Use Tax Resale Certificate
Consumed in Air Pollution Control Facilities |p 99(21) Getting Started in Business:
CERT-119, Certificate for Purchases of Tangible Understanding Connecticut Taxes

Personal Property and Services by Qualifying PS 94(7) Fabrication and Installation of Stogk

Exempt Organizations and Custom Cabinets

CERT-120, Certificate for Machinery, Equipment, 'P 99(17) Farmer's Guide to Sales & Use Taxgs,

Tools, Materials and Supplies Used in the Motor Vehicle Fuels Tax and Estimated Inco
Production of Printed Material or in Prepress Taxes
Production PS 93(1.6) Application Procedures For

C ial Fish E tion Permit
CERT-124, Certificate for Purchases in Connection ommercial Fisherman =xemption Fermi

with Water Pollution Control Facilities SN 98(10) The "Buy Connecticut” Provision
PS 96(2) The Treatment of Early Payme

CERT-127, Certificate for Exempt Purchases by Discounts

an Enrolled Member or by the Tribal
Government of the Mashantucket Pequot Tribe
or Mohegan Tribe

me
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SecTion XV — THE CONNECTICUT USE TAX

(Manufacturers, Fabricators and Processors)

Conn. Gen. Stat. 812-411 imposes a use tax at thgse tax applies to any purchase made by a business
rate of 6% on the storage, acceptance, consumptiofor taxable goods and taxable services except for
or any other use of tangible personal property ancurchases made for resale. It applies to the purchase
certain enumerated services in the State oforlease of assets used by the business such as furniture,
Connecticut. Under Conn. Gen. Stat. 812-412i, theequipment, machines, instruments and computers. The
MRA, the use tax is computed on 50% of the salegdax likewise applies to the purchase of consumable
price for purchases of machinery and equipmentgoods such as office supplies, paper, stationery items,
materials, tools and fuels. The use tax on computecertain publications, packaged software, and books,
and data processing services is being phased out. Ses well as to services used by the business such as
the table on page 43. vehicle repair, personnel training, landscaping, janitorial

e . or snow removal services.
Any individual or business that purchases taxable goods

or services for use in Connecticut without paying A Connecticut Sales and Use Tax Resale Certificate

Connecticut sales tarust pay theuse tax. If notax may only be used to purchase goods or services
was paid because the purchase was made from dntended for resale in the regular course of business.
out-of-state company and delivered into Connecticut,See the discussion about resale certificates on page
the use tax is equivalent to the Connecticut sales ta®4. Goods and services used in carrying on business
that would have been due on the sale if it had occurredr consumed by the business are subject to use tax.

in Connecticut. Also, the seller may be required to
collect Connecticut use tax if the seller has nexus wit
Connecticut. If another jurisdiction’s tax was paid on
a purchase made and picked up in that jurisdiction, th¢a) A business purchases inventory for resale and
use tax due is limited to the amount, if any, by which  subsequently consumes or uses it in the business.
the Connecticut tax exceeds the tax already paid.

ssuing aConnecticut Sales and Use Tax Resale
ertificatemay lead to a later use tax liability if:

Example:

Goods or services that are not subject to Connecticut A computer distributor takes a computer from
sales tax are not subject to the use tax. Therefore, inventory to do billing for the business. The
qualifying manufacturers, fabricators or processors business owes use tax on the price it paid for the
purchasing tangible personal property exempt from computer.

Connecticut sales tax are not liable for a Connecticu{b) A business purchases items on resale and

use tax on the purchases. However, the improper use subsequently gives them away in a promotion.
of an exemption certificate may lead to a use tax

liabili Example:
iability. A distributor of office supplies sends out pens and
Example: pencils as part of its advertising. The business owes

A non-manufacturing business purchases machinery use tax on the price it paid for the pens and pencils.

fully exempt by improperly issuing CERT-101,

Machinery and Component Parts and Replacementand ~ SALES PRICE SUBJECT TO USE TAX

Repair Parts of Machinery Used Directly in a ) ] )
Manufacturing Process, to its supplier. The business The sales priceof goods or taxable services subject
is liable for the use tax and interest accrued on the 10 Use tax is the total cost paid by the business to the

purchase of the machinery. In addition, it may be liable seller, including any charges by the seller to the
for all fir_l_es and penalties imposed for improper use of purchaser for shipping or delivery. Refer to page 57
the certificate. for more information orsales price
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REMITTING BUSINESS USE TAX APPLICABLE CERTIFICATES AND

A business must pay sales tax directly to the seIIetFORNIS

when purchasing taxable goods or services unless th&onnecticut Sales and Use Tax Resale Certifi
purchase is intended for resale the purchase is

otherwise exempt from tax. However, when a businesfREG-1, Application for Tax Registration Numbg
determines that certain purchases it made exempt fro
tax are in fact subject to use tax, the business mus
remit the tax on those goods and services directly to
the Department ofrorm OS-114 Sales and Use REFERENCES

Tax Returnfor the reporting period in which the taxable Conn. Gen. Stat. §12-410
purchases were made. ) . '

S-114 Sales and Use Tax Return

Presumptions and resale certificates

Conn. Gen. Stat. §12-411
The use tax

SeelP 93(3.1) Q & A on Connecticut Use Tax for
Businesses and Professioasd IP 99(21) Getting
Started in Business: Understanding Connecticut
Taxesfor more information on use tax IP 99(21) Getting Started in Busines
Understanding Connecticut Taxes

IP 93(3.1) Q & A on Connecticut Use Tax for

Businesses and Professions

cate

=
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APPENDIX A— INDEX OF TAX PUBLICATIONS

CERT #

CERT-100
CERT-101

CERT-104
CERT-105

CERT-108
CERT-109

CERT-110

CERT-111

CERT-115

CERT-116

CERT-117

CERT-119

CERT-120

CERT-124

CERT-127

CERT-128

CERT-129

CERT-130
CERT-131

CERT-132

10/96
06/99

10/98

11/97

06/99

10/96

08/96

05/97

01/98
01/98

09/98

CERTIFICATES

NAME OF CERTIFICATE

Materials, Tools and Fuel Certificate

Machinery, Component Parts and Replacement and Repair Parts of
Machinery Used Directly in a Manufacturing Production Process

New Construction Certificate

Commercial Motor Vehicle Purchased Within Connecticut to be Used
Exclusively in the Carriage of Freight in Interstate Commerce

Certificate of Partial Exemption — Materials, Tools and Fuels

Certificate of Partial Exemption for Machinery, Equipment, or Repair and
Replacement Parts

Aircraft Repair Services Certificate, Aircraft Repair and Replacement
Parts Certificate

Certificate for Machinery, Equipment, Materials, Tools and Fuel Used by
an Aircraft Manufacturer Operating an Aircraft Manufacturing Facility

Certificate for Gas, Electricity and Heating Fuel Purchased for Residential
Use or for Use in Agricultural Production, in the Fabrication of Finished
Products to be Sold, or in an Industrial Manufacturing Plant

Exempt Petroleum Products Certificate

Certificate For Purchases of Tangible Personal Property Incorporated Into
or Consumed in Air Pollution Control Facilities

Cerrtificate for Purchases of Tangible Personal Property and Services by
Qualifying Exempt Organizations

Certificate For Machinery, Equipment, Tools, Materials, and Supplies
Used in the Production of Printed Materials or in Prepress Production

Certificate For Purchases of Tangible Personal Property Incorporated Into
or Consumed in Water Pollution Control Facilities

Certificate For Exempt Purchases by an Enrolled Member or by the Tribal
Government of the Mashantucket Pequot Tribe or Mohegan Tribe

Certificate For Exempt Purchases by Contractors in Connection with
Construction Projects on the Mashantucket Pequot or Mohegan
Reservations

Exemption for Items Used Directly in the Biotechnology Industry
Sales and Use Tax Exemption for Purchases by Water Companies

Exemption for Projects of the Connecticut Resources Recovery Authority
and Solid Waste-To-Energy Facilities

Sales and Use Tax Exemption Under the "Buy Connecticut”" Provision
Connecticut Resale Certificate
Printed Material Certificate
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Affidavit
SUT-16a-3

NOTICE #

SN 99(7)

SN 98(6)

SN 98(8)

SN 98(10)

SN 97(10)

SN 95(17)

SN 93(1.1)
SN 93(2)

SN 93(23)

PS 99(2)
PS 99(3)
PS 99(4)

PS 98(2)

PS 98(3)

04/91

06/99

04/98

09/98

09/98

01/98

10/95

02/94

04/93

09/93

06/99
06/99
08/99

03/98

04/98

Exemption Certificate - Airplane Manufactured by and Purchased
from a Connecticut Airplane Manufacturer within the State of Conne
for Use Exclusively without the State of Connecticut

NOTICES

NAME OF NOTICE

1999 SPECIAL NOTICES

1999 Legislation Affecting Sales and Use Taxes and the Admisg
Cabaret and Dues Tax

1998 SPECIAL NOTICES

Exemption From Sales and Use Taxes for Projects of the Conng

Resources Recovery Authority and Solid Waste-To-Energy Faciliti¢

1998 Legislation Affecting Sales and Use Taxes; Admissions, Cabar|
Dues Tax; and the Motor Vehicle Rental Surcharge

The "Buy Connecticut” Provision

1997 SPECIAL NOTICES

Exemption From Sales and Use Taxes for Tangible Personal Prope
Services Purchased by Water Companies

1995 SPECIAL NOTICES

Certain Environmental Services Excluded from Sales and Use Tax

1993 SPECIAL NOTICES

The Manufacturing Recovery Act of 1992 Exemption for Purchast
Property Used in Manufacturing, Processing and Fabricating

Sales and Use Taxes on Charges Made By Services Providers
Airkaman, Inc. v. Groppo and 1992 Conn. Pub. Acts 17 (May Spec. $

Aircraft Manufacturing, Repair and Overhaul

1999 POLICY STATEMENTS

Tax Exemptions for Certain Air Pollution Control Equipment
Tax Exemptions For Certain Water Pollution Control Equipment
Your Rights as a Connecticut Taxpayer

1998 POLICY STATEMENTS

Sales and Use Taxes on Access to the Internet and Other On-ling
of Goods and Services

Sales and Use Taxes on Computer-Related Services and Sales of T
Personal Property

cticut

ions,

cticut
bS
bt and

ty and
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bess.)
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angible
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PS 98(5)
PS 98(8)

PS 96(2)

PS 95(1.2)
PS 95(2)

PS 95(4)

PS 94(1)
PS 94(2)
PS 94(3.2)

PS 94(7)

PS 93(1.6)
PS 93(3.2)

PS 93(4)

PS 92(2.1)

PS 91(4)

PS 91(5)

PS 91(6.2)

10/98
12/98

04/96

01/97

03/95

08/95

02/94

02/94
07/96

12/94

04/99
11/97

12/93

03/94

04/91

04/91

08/94

Sales and Use Tax Refund Policy

Exemption from Sales and Use Taxes for Items Used Directly in the
Biotechnology Industry

1996 POLICY STATEMENTS

The Treatment of Early Payment Discounts

1995 POLICY STATEMENTS

Procedures in Handling Requests for Issuance of Technical Advice
Memoranda

Retailer’'s Acceptance of U.S. Government “I.M.P.A.C.” Credit Card for
Purchases Exempt Under Conn. Gen. Stat. 8§12-412(1)

Purchases of Machinery, Equipment, Tools, Materials and Supplies by
Commercial Printers and Publishers

1994 POLICY STATEMENTS

Purchases of Containers and Packaging Materials by Packers, Shippers
and Fulfillment Houses

Maintenance, Repair and Warranty Contracts

Gas and Electricity Purchased for Residential Use or for Use in
Agricultural Production, in the Fabrication of Finished Products to be Sold,
or in an Industrial Manufacturing Plant

Fabrication and Installation of Stock and Custom Cabinets

1993 POLICY STATEMENTS

Application Procedures for a Commercial Fisherman Exemption Permit

Taxation of Services by Employment Agencies and Agencies Providing
Personnel Services

New Audit Examination Policy for Retail Transactions

1992 POLICY STATEMENTS

Sales and Use Taxes on Charges for Personnel Training Services

1991 POLICY STATEMENTS

Procedures in Handling Freedom of Information Act Requests

Procedures in Handling Requests for Disclosure of Tax Returns and Tax
Return Information Pursuant to Conn. Gen. Stat. 812-15

Procedures in Handling Requests for Issuance of Rulings
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IP 99(11)
IP 99(17)

IP 99(19)

IP 99(21)

IP 98(7)

IP 93(3.1)
IP 93(4.2)

IP 92(1.5)

AN 96(4)

03/99
06/99

09/99

09/99

04/98

03/93
12/95

07/98

08/96

1999 INFORMATIONAL PUBLICATIONS

Business Taxes

Farmer's Guide to Sales and Use Taxes, Motor Vehicle Fuels T4
Estimated Income Tax

X and

AGuide to Connecticut Sales and Use Taxes for Building Contracfors

Getting Started in Business: Understanding Connecticut Taxes

1998 INFORMATIONAL PUBLICATIONS

Understanding Connecticut Taxes Clearly

1993 INFORMATIONAL PUBLICATIONS

Q & A onthe Connecticut Use Tax for Businesses and Profession
Notice to Retailers Regarding Sales and Use Tax Resale Certificg

1992 INFORMATIONAL PUBLICATIONS

Q & A onSales and Use Taxes For a New Business

1996 ANNOUNCEMENTS

The Sales and Use Tax Manual is Obsoleted
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FOR TAXFORMS, PUBLICATIONS OR PERSONAL ASSISTANCE

Visit the DRS Web site at: www.state.ct.us/drs
General E-mail: drs@po.state.ct.us

Forms and Publications by E-mail: ctforms@po.state.ct.us

Conn-Tax: If you have a touch-tone phone, you can obtain important tax
information 24 hours a day from Conn-Tax, DRS’s telephone information line.

Call 800-382-9463 (in-state) or 860-297-5962 (anywhere).

For prerecorded tax information , select a topic from the menu
options provided.

To speak to a Taxpayer Services representative , call between 8 a.m. and
5 p.m., Monday through Friday, and press “0.”

TTY, TDD and Text Telephone users only may transmit inquiries 24 hours a
day, seven days a week by calling 860-297-4911.

DRS TaxFax: Get forms and publications any hour of the day,
seven days a week, by calling 860-297-5698 from the handset
attached to your fax machine.

Write to:

DRS Taxpayer Services Division
25 Sigourney Street
Hartford CT 06106-5032

DRS Offices : Visit our main office in Hartford or visit our field offices in Bridgeport,
Hamden, Norwich or Waterbury weekdays, 8 a.m.to 5 p.m. Call Conn-Tax or the
locations listed below for directions.

HARTFORD BRIDGEPORT HAMDEN NORWICH WATERBURY =

25 Sigourney Street 10 Middle Street 3074 Whitney Ave. 2 CIiff Street 91 Schraffts Drive
Hartford CT 06106-5032  Bridgeport CT 06610 Hamden CT 06517 Norwich CT 06360 Waterbury CT 067
860-297-5962 203-579-6251 203-287-8243 860-889-2669 203-596-4310

%~ Moving in 1999, call before you visit.
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MISSION STATEMENT

The Mission of the
Connecticut Department of Revenue Services
is to administer the tax laws of the State of Connecticut
and collect the tax revenues
in the most cost effective manner;
achieve the highest level of voluntary compliance
through accurate, efficient and courteous customer services;
and perform in a manner
which instills public confidence in the integrity
and fairness of the state's tax programs.
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